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ARAB BOYCOTT

MONDAY, FEBRUARY 21, 1977

U.S. SENATE, 
COMMITTEE ON BANKING, HOUSING, AND URBAN AFFAIRS,

SUBCOMMITTEE ON INTERNATIONAL FINANCE,
Washington, D.G.

The subcommittee met at 10:05 a.m. in room 5302, Dirksen Senate 
Office Building, Senator Adlai E. Stevenson, chairman of the sub 
committee, presiding. 

Present: Senators Proxmire, Williams, Stevenson, and Sarbanes.

OPENING STATEMENT OF SENATOK STEVENSON

Senator STEVENSON. Today we begin hearings on legislation to amend 
the Export Administration Act. This is the basic export control au 
thority of the United States. Under this act, exports of high technology 
to unfriendly countries are controlled. Food exports are controlled. 
All exports are controlled under the authority of this act for short 
supply or inflationary reasons. It is an authority which should be, and 
is, carefully circumscribed by the act.

The act expired last year when legislation to extend it was blocked 
by opponents of its antiboycott provisions.

There are two bills before the subcommittee: S. 69 and S. 92.
[The text of bills may be found beginning at p. 5.]
S. 69 is identical to the compromise reached by a House-Senate 

conference at the close of the last Congress. S. 92 is identical to S. 69 
in all material respects, but it contains limited, possibly significant 
differences. We will examine those differences in these hearings.

Since the provisions of these bills have been the subject of hearings 
and action by both Houses in the past, I expect the testimony to focus 
on its controversial antiboycott provisions. The controversial nuclear 
proliferation provisions should, I believe, be stricken from the bills, 
pending formulation of administration policy on that subject.

The Arab boycott intrudes upon American sovereignty. It inter 
feres with basic human rights and religious freedom. It impedes free 
competition in the marketplace and systematically enlists American 
citizens against their will in a war with Israel. It excludes other Amer 
icans from economic opportunities.

Such behavior cannot be tolerated.
Legislation to deal with foreign boycotts was introduced by me early 

in the last Congress. Since then it has generated such pressure and 
emotion as could warp our vision and end up inflicting unintended 
harm upon the Nation and the cause of peace in the Middle East.

(l)



While we seek to protect American sovereignty, we must recognize 
the sovereignty of others. Not all nations agree with America's foreign 
policy objectives. Others are jealous, too, of a right to pursue their 
objectives. All nations, as we do, defend their sovereignty.

The origin of the Arab boycott is an old and bitter political struggle. 
No act of Congress will wipe out that struggle or end the boycott. 
The boycott will not end until peace comes to the Middle East. So, let 
us not signal ill will to friends or take any action to end the boycott 
which will perpetuate it or retard the feeble movement toward peace 
in the Middle East. Our intention is to defend American sovereignty.

Last year, the Senate, by a large margin, passed the antiboycott 
bill which I authored. The legislation before the subcommittee today 
is the product of that effort, an effort to which I remain deeply com 
mitted. I am confident that the Congress will act soon and am hopeful 
it will act wisely.

Senator Proxmire.

OPENING STATEMENT OF SENATOR PROXMIRE

Senator PROXMIRE. Thank you, Mr. Chairman.
Today we begin hearings on legislation to end the most pernicious 

aspects of the Arab boycott of Israel.
The Congress considered such legislation last year. We were pre 

pared to pass a bill. Unfortunately, in the closing days of the session, 
the prior administration killed the kind of strong, forthright anti- 
boycott legislation we needed.

A good deal has changed since the closing days of the last Congress. 
For one thing, and perhaps most importantly, we have a new adminis 
tration and the new President has spoken out forcefully against the 
unreasonable and discriminatory restraints of trade which the Arab 
boycott forces on American firms. For another thing, the public is be 
coming keenly aware of the potential time bomb placed in our midst 
by the Arab boycott when it forces American firms to discriminate 
against other American firms. .As a result, State legislators are being 
moved to action.

The more than fourfold increase in the price of oil since the 1973 
embargo has given the Arab oil producing states tremendous economic 
clout. Arab purchasers of American products have increased signifi 
cantly. Furthermore, the Arab cash flow is so enormous that their 
economies camiot absorb all the goods their money can buy. As a re 
sult, they are awash with liquidity. This further intensifies their 
power.

The Arabs have not hesitated to use their clout to conduct an eco 
nomic war against Israel. In the prevailing circumstances in the Mid 
dle East, I do not question the authority of the Arab nations to refuse 
to do business with Israel, even though I believe that business relation 
ships over time might help to defuse the situation.

But I do object to the Arab nations using their power to dictate the 
terms of trade to American firms. Ours is a pluralistic society. We 
believe that quality and price should be the ultimate arbiter in the 
marketplace both in our domestic and foreign commerce. The Arab 
boycott is fundamentally destructive of these basic tenets.

American firms have been required to discriminate against other 
American firms because they are owned or managed by persons of the



Jewish faith. American firms have been required to refrain from do 
ing business with other American and foreign firms because they have 
been blacklisted by the Arabs. American firms are discouraged from 
doing business with Israel, though she is a staunch ally and espouses 
our democratic beliefs.

This situation is untenable. We have the largest economy in the 
world. The competitiveness of our products, our technology, and of 
our world position gives us clout certainly as great as that of the Arab 
nations. We should not use the authority our own economic clout gives 
us for destructive purposes. But I am convinced that one of the most 
constructive things we can do as a nation is to bring basic economic 
sense to the Middle East. We cannot sit back and let the Arabs dictate 
a fragmentation of our own economic relations to serve their own 
selfish and destructive purposes.

The principles espoused in the boycott bill which I cosponsored are 
timeless—they are the right ones for now and for the future. In my 
view, instead of being fearful of Arab retribution, we should use all 
of our persuasive powers to see to it that all of our trade is conducted 
in accordance with free market principles.

We will all be better oft"—including both the Arabs and the 
Israelis—if we pass this legislation and thereby prevent a discrimina 
tory mentality from dictating the terms of our trade.

Senator STEVENSON. Senator Williams.

OPENING STATEMENT OF SENATOR WILLIAMS

Senator WILLIAMS. Thank you. I appreciate the call to hearings 
which continue the endeavors of the Congress to provide an effectively 
responsible American position in the face of the serious legal, politi 
cal, and economic moral questions raised by the Arab boycott.

It's now common knowledge that the 1973 oil embargo provided 
members of the Arab league with enormous petropower and leverage 
to enlarge and enforce their boycott of Israel. The reach and scope of 
the Arab boycott have been extended far beyond the Middle East. It is 
no longer a direct and primary boycott of Israel. It is now an unfocused 
and transnational assault on fundamental American freedoms, and* 
longstanding precepts of unimpeded international commerce.

Specifically, the boycott is now directed against the American citi 
zens, and businesses and toward altering American policies in the 
Middle East.

American firms doing business with Israel and even with Jewish 
Americans in the United States become targets of Arab blacklisting, 
religious discrimination and economic reprisals.

Even worse, our Government, onr business, and our financial in 
stitutions have become enforcers of pernicious and illegitimate prac 
tices against a close ally, Israel, and against fellow Americans.

Against this background, new and effective antiboycott legislation 
must be enacted in order to accomplish several objectives. First, the 
basic Export Administration Act must be strengthened to make it il 
legal for American firms to engage in secondary or tertiary boycotts.

Hereafter, the threat of reprisal by the Arabs cannot be accepted 
as a basis for permitting American firms to submit to odious terms that 
violate the rights, interests of other Americans, or abridge this 
Nation's sovereign powers.



Second, the range of permissible and impermissible conduct allow 
able under our laws must be clearly spelled out for American business. 
This is in sharp contrast, to the current confusion, as to the actual 
meaning of compliance with the foreign boycott.

In turn, U.S. business must be .protected from the pressures of for 
eign boycott requests.

Third, American businessmen must have freedom of choice as to 
their commercial relationships any place in the world, and certainly 
at home.

The notorious Arab blacklist should no longer determine which 
supplier, subcontractor, customer or officer an American firm can have 
or use.

The two bills before the subcommittee this morning would accom 
plish these objectives, although in somewhat different ways. And they 
will do it without infringing on the sovereign rights and prerogatives 
of other countries to conduct boycotts that conform to given principles 
of international law.

There can be no question that Congress is primed to act quickly and 
favorably on effective antiboycott legislations. Already the bill that 
Senator Proxmire and I have introduced has attracted 11 cosponsors, 
Senators Heinz, Church, Bayh, Jackson, Moynihan, Riegel, Leahy, 
Pell, Childs, Sarbanes, and Packwood.

An identical bill in the House of Eepresentatives has many, many 
sponsors. Moreover, the preelection statements of President Carter and 
more recently statements of key Cabinet members, I would judge, 
make the enactment of legislation near certain.

During the last Congress, extensive consideration was given to legis 
lative solutions of the issues raised by the Arab boycott. Remedial 
legislation was passed by the House and the problems we faced have 
been described by the chairman of the full committee, Senator Prox 
mire.

Unfortunately, we did face pressures at the end of the session, 
but we are in a different situation now and I feel personally confident 
that with the commencement of our hearing, the issue of the American 
response to the Arab boycott will be expeditiously resolved with the 
enactment of affirmative, effective, and workable legislation.

Thank you very much.
[Copies of the bills being considered follow:]



95TH CONGRESS 
IST SESSION S.69

IN THE SENATE OF THE UNITED STATES
JANUARY 10,1977

Mr. STEVENSON (for himself and Mr. MOYNHIAN) introduced the following bill; 
which was read twice and referred to the Committee on Banking, Housing 
and Urban Affairs

A BILL
To amend and extend the Export Administration Act.

1 Be it enacted by the Senate and House of Representa-

2 lives of the United States of America in Congress assembled,

3 SHORT TITLE

4 SECTION 1. This Act may be cited as the "Export Ad-

5 ministration Amendments of 1977".

6 TITLE I—EXPORT ADMINISTRATION

7 IMPROVEMENTS AND EXTENSION

8 EXTENSION OF EXPORT ADMINISTRATION ACT

9 SEC. 101. Section 14 of the Export Administration Act

10 of 1969 is amended by striking out "September 30, 1976"

11 and inserting in lieu thereof "September 30, 1978". 

II



	2

1 AUTHORIZATION OF APPROPRIATIONS

2 SEC. 102. The Export Administration Act of 19fi9 is

3 amended by inserting after section 12 the following new sec-

4 tion 13 and rcdesignating existing sections 13 and 14 as

5 sections 14 and 15, respectively:

6 "AUTHORIZATION OF APPROPRIATIONS

7 "SfiC. 13. Notwithstanding any other provision of law,

8 no appropriation shall be made under any law to the Depart-

9 ment of Commerce for expenses to cany out the purposes of

10 this Act for any fiscal year commencing on or after October 1,

11 1977, unless previously nnd specifically authorized by legis-

12 lation enacted after the enactment of this section.".

13 CONTROL OF EXPORTS FOR NATIONAL SECURITY PURPOSES;

14 FOREIGN AVAILABILITY

15 % SEC. 103. (a) Section 4(b) of the Export Administra-

16 tion Act of 1969 is amended—

17 (1) by striking out the third sentence of paragraph

18 (1);
19 (2) by striking out paragraphs (2) through (4) ;

20 and

21 (3) by inserting the following new paragraph (2)':

22 "(2) (A) In administering export controls for national

23 security purposes as prescribed in section 3 (2) (C) of this

24 Act, United States policy toward individual countries shall

25 not be determined exclusively on the basis of a country's



	7

	3

! Communist or non-Communist status but shall take into ac-

2 count such factors as the country's present and potential re-

3 lationship to the United States, its present and potential

4. relationship to countries friendly or hostile to the .United

5 States, its ability and willingness to control retransfers of

g United States exports in accordance with United States

Y policy, and such other factors as the President may deem ap-

g propriate. The President shall periodically review.. United

g States policy toward individual countries to determine

10 whether such policy is appropriate in light of the factors

11 specified in the preceding sentence. The results of such

12 review, together with the justification for United States policy

13 in light of such factors, shall be included in the semiannual

14 report of the Secretary of Commerce required by section 10

15 of this Act for the first half of 1977 and in every second such

lg report thereafter.

17 "(B) Rules and regulations under this subsection may

lg provide for denial of any request or application for aiithor-

ig ity to export articles, materials, or supplies, including techni-

20 cal data, or any other information, from the United States,

21 its territories, and possessions, to any nation or combination

22 of nations threatening the national security of the. United

23 States if the President determines that their export would

24 prove detrimental to the national security of the United

25 States. The President shall not impose export controls for
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	4

j national security purposes on the export from the United

2 States of articles, materials, or supplies, including technical

o data or other information, which he determines are available

4 without restriction from sources outside the United States

g in significant quantities and comparable in quality to those

g produced in the United States, unless the President deter-

rj mines that adequate evidence has been presented to him

g demonstrating that the absence of such controls would prove

9 detrimental to the national security of the United States.

10 The nature of such evidence shall be included in the semi-

11 annual report required by section 10 of this Act. Where, iu

12 accordance with this paragraph, export controls are im-

13 posed for national security purposes notwithstanding foreign

1^ availability, the President shall take steps to initiate negoti-

15 ations with the governments of the appropriate foreign coun-

lg tries for the purpose of eliminating such availability.".

17 (b) (1) Section 4 (h) of the Export Administration Act

lg of 1969 is amended by striking out "controlled country" in

19 the first sentence of paragraph (1) and in the second sen-

20 tence of paragraph (2) and inserting in lieu thereof "coun-

21 try to which exports are restricted for national security

22 purposes".

23 (2) Section 4(h) (2) (A) of such Act is amended by

24 striking out "controlled" and inserting in lieu thereof "such":. j

25 (3) Section 4 (h) (4) of such Act is amended—



	9

	5

1 (A) by inserting "and" at the end of subpara-

2 graph (A) ; and

3 (B) by striking out the semicolon at the end of

4 subparagraph (B) thereof and all that follows the semi-

5 colon and inserting in lieu thereof a period.

6 (4) The amendments made by this subsection shall be-

7 come effective upon the expiration of 90 days after the receipt

8 by the Congress of the semiannual report of the Secretary of

9 Commerce required by section 10 of such Act for the first

10 half of 1977.

11 (c) Section 4 (h) of such Act is amended—

12 (1) in paragraph (1) —

13 (A) in the first sentence by striking out "sig-

14 nificantly increase the military capability of such

15 country" and inserting in lieu thereof "make a

16 significant contribution to the military potential of

17 such country"; and

18 (B) in the second sentence by striking out

19 "significantly increase the military capability of

20 such country" and inserting in lieu thereof "make a

21 significant contribution, which would prove detri-

22 mental to the national security of the United States,

23 to the military potential of such country"; and

24 (2) in paragraph (2) (A), by striking out "sig-

25 nificantly increase the military capability of such coun-



	10

	6
.1 try" and inserting in lieu thereof "make a significant

2 contribution, which would prove detrimental to the

3 . national security of the United States, to the military

4 potential of such country or any other country".

5 (d) Section 6(b) of such Act is amended by striking

. Q out "Communist-dominated nation" and inserting in lieu

7 thereof "country to which exports are restricted for na-

g tional security or foreign policy purposes".

9 EXEMPTION FOR CERTAIN AGRICULTURAL COMMODITIES

10 FKOM CERTAIN EXPORT LIMITATIONS

±1 SEC. 104. Section 4 (f) of the Export Administration

12 Act of 1969 is amended—

13 (1) by redesignating such section as section

14 4(f)(l);and

15 (2) by adding at the end thereof the following new

16 paragraph:

17 "(2) Upon approval of the Secretary of Commerce, in

lg consultation with the Secretary of Agriculture, agricultural

19 commodities purchased by or for use in a foreign country

20 may remain in the United States for export at a later date

21 free from any quantitative limitations on export which may

22 be imposed pursuant to section 3 (2) (A) of this Act sub-

23 sequent to such approval. The Secretary of Commerce may

24 not grant approval hereunder unless he receives adequate

25 assurance and, in conjunction with the Secretary of Agri-
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1 culture, finds that such commodities will eventually be

2 exported, that neither the sale nor export thereof will

3 result in an excessive drain of scarce materials and have

4 ' a serious domestic inflationary impact, that storage of such

5 commodities in the United States will not unduly limit the

6 space available for storage of domestically owned commodi-

7 ties, and that the purpose of such storage is to establish a

8 reserve of such commodities for later use, not including resale

9 ; td or use by another country. The Secretary of Commerce

10 is authorized to issue such rules and regulations as may be

11 necessary to implement this paragraph.".

12 CONGRESSIONAL REVIEW OF EXPORT CONTROLS ON

13 AGRICULTURAL COMMODITIES

14 SEC. 105. Section 4(f) of the Export Administration

15 Act of 1969, as amended by section 104 of this Act, is fur-

16 ther amended by adding at the end thereof the following new

17 paragraph:

18 " (3) If the authority conferred by this section is exer-

19 cised to prohibit or curtail the exportation of any agricul-

20 tnral commodity in order to effectuate the policies set forth

21 in clause (B) of paragraph (2) of section 3 of this Act, the

22 President shall immediately report such prohibition or cur-

23 failment to the Congress, setting forth the reasons therefor

24 in detail. If the Congress, within 30 days after the da,te of its

25 receipt of such report, adopts a concurrent resolution disap-
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1 proving such prohibition or curtailment, then such prohibi-

2 tion or curtailment shall cease to be effective with the adop-

3 tion of such resolution. In the computation of such 30-day

4 period, there shall be excluded the days on which either

5 House is not in session because of an adjournment of more

6 than 3 days to a day certain or because of an adjournment

7 of the Congress sine die.".

8 PEBIOD FOE ACTION ON EXI'OET LICENSE APPLICATIONS

9 SEC. 106. Section 4 (g) of the Export Administration

10 Act of 1969 is amended to read as follows:

11 " (s) (1) I* is fl*6 intent of Congress that any export

12 license application required under this Act shall be approved

13 or disapproved within 90 days of its receipt. Upon the ex-

14 piration of the 90-day period beginning on the date of its

15 receipt, any export license application required under this

16 Act which has not been approved or disapproved shall be

17 deemed to be approved and the license shall be issued unless

18 the Secretary of Commerce or other official exercising au-

19 thority under this Act finds that additional time is required

20 and notifies the applicant in writing of the specific circum-

21 stances requiring such additional time and the estimated date

22 when the decision will be made.

23 "(2) (A) With respect to any export license applica-

24 tion not finally approved or disapproved within 90 days of

25 its receipt as provided in paragraph (1) of this subsection,
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1 the applicant shall, to the maximum extent consistent with

2 the national security of the United States, be specifically in-

3 formed in writing of questions raised and negative considera-

4 tions or recommendations made by any agency or depart-

5 ment of the Government with respect to such license appli-

6 cation, and shall be accorded an opportunity to respond to

7 such questions, considerations, or recommendations in writ-

8 ing prior to final approval or disapproval by the Secretary

9 of Commerce or other official exercising authority under this

10 Act. In making such final approval or disapproval, the See- 

11 retary of Commerce or other official exercising authority

12 under this Act shall take fully into account the applicant's

13 response.

14 "(B) Whenever the Secretary determines that it is

15 necessary to refer an export license application to any multi- 

IP lateral review process for approval, he shall first, if the ap-

17 plicant so requests, provide the applicant with an oppor-

18 tunity to review any documentation to be submitted to such

19 process for the purpose of describing the export in question,

20 in order to determine whether such documentation accurately

21 describes the proposed export.

22 " (3) In any denial of an export license application, the

23 applicant shall be informed in writing of the specific statutory

24 basis for such denial.".
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j EXPORTS OF TECHNICAL INFORMATION

2 SEC. 107. Section 4 of the Export Administration Act

3 of 1969 is amended by adding at tbc end thereof the follow-

4 ing new subsection (j) :

,-j "(j) (1) Any person (including any college, university,

^ or other educational institution) who enters into any con-

^ tract, protocol, agreement, or other understanding for, or

g which may result in, the transfer from the United States of

g technical data or other information to any country to which

10 exports are restricted for national security or foreign policy

11 purposes shall furnish to the Secretary of Commerce such

12 documents and information with respect to such agreement

13 as the Secretary shall by regulation require in order to enable

14 him to monitor the effects of such transfers on the national

15 security and foreign policy of the United States.

16 " (2) The Secretary of Commerce shall conduct a study

17 of the problem of the export, by publications or any other

18 means of public dissemination, of technical data or other

19 information from the United States, the export of which

20 might prove detrimental to the national security of foreign

21 policy of the United States. Not later than 6 months after

22 the enactment of this subsection, the Secretary shall report

23 to the Congress his assessment of the impact of the export

24 of such technical data or other information by such means

25 on the national security and foreign policy of the United
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j States and his recommendations for monitoring such exports

2 without impairing freedom of speech, freedom of press, or the

o( freedom of scientific exchange. Such report may he included

4 in the semiannual report required hy section 10 of this Act.".

sr CERTAIN I'KTKOLEUM EXPORTS
<J

6 SEC. 108. Section 4 of the Export Administration Act

7 of 1969, as amended hy section 107 of this Act, is further

g amended by adding at the end thereof the following new

9 subsection (k) :

10 " (k) Petroleum products refined in United States

l± Foreign-Trade Zones, or in the United States Territory of

12, Guam, from foreign crude oil shall be excluded from any

13 quantitative restrictions imposed pursuant to section 3(2)

14 (A) of this Act, except that, if the Secretary of Commerce

15 finds that a product is in short supply, the Secretary of Corn- 

16 merce may issue such rules and regulations as may be 

17 necessary to limit exports.".

IS EXPORT OF HORSES

19 SEC. 109. Section 4 of the Export Administration Act

20 of 1969, as amended by sections 107 and 108 of this Act,

21 is further amended hy adding at the end thereof the follow-

22 ing new subsection (1) :

23 "(1) (1) Notwithstanding any other provision of this

2-1 Act, no horse may be exported hy sea from the United

25 States, its territories and possessions, unless such horse is
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1 part of a consignment of horses with respect to which a

2 waiver has been granted under paragraph (2) of this sub-

3 section.

4 "(2) The Secretary of Commerce, in consultation with

5 the Secretary of Agriculture, may issue rules and regula-

6 tions providing for the granting of waivers permitting the

7 export by sea of a specified consignment of horses, if the

8 Secretary of Commerce, in consultation with the Secretary

9 of Agrl culture, determines that no horse in that consignment

10 is being exported for purposes of slaughter.".

11 TECHNICAL ADVISORY COMMITTEES

12 SEC. 110. (a) Section 5 (c) (1) of the Export Admin-

13 istfation Act of 1969 is amended by striking out "two" in

14 the last sentence thereof and Inserting in lieu thereof "four".

15 (b) The second sentence of section 5 (c) (2) of such

16 Act is amended to read as follows : "Such committees, where

l^ they have expertise in such matters, shall be consulted with

18 respect to questions involving (A) technical matters, (B)

19 worldwide availability and actual utilization of production

20 technology, (C) licensing procedures which affect the level

21 of export controls applicable to any articles, materials, and

22 supplies, including technical data or other information, and

2^ (D) exports subject to multilateral controls in which the

2* United States participates including proposed revisions of

2<f* any such multilateral controls.".
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1 (c) Section 5 (c) (2) of such Act is further amended

2 by striking out the third sentence and inserting in lieu thereof

3 the following: "The Secretary shall include in each semi-

4 annual report required by section 10 of this Act an account-

5 ing of the consultations undertaken pursuant.toi this para-

6 graph, the use made of the advice rendered by the tech-

7 nical advisory committees pursuant to this paragraph, and

8 the contributions of the technical advisory committees to

9 carrying out the policies of this Act.".

10 PENALTIES FOE VIOLATIONS

11 SEC. 111. (a) Section 6 (a) of the Export Administra-

12 tion Act of 1969 is amended—

13 (1) in the first sentence, by striking out "$10,000"

14 and inserting in lieu thereof "$25,000"; and

15 (2) in the second sentence, by striking out

16 "$20,000" and inserting in lieu thereof "$50,000".

17 (b) Section 6 (b) of such Act is amended by striking

18 out "$20,000" and inserting in lieu thereof "$50,000".

19 (c) Section 6 (c) of such Act is amended by striking

20 out "$1,000" and inserting in lieu thereof "$10,000".

21 (d) Section 6 (d) of such Act is amended by adding at

22 the end thereof the following new sentence: "In addition,

23 the payment of any penalty imposed under subsection (c)

24 may be deferred or suspended in whole or in part for a

25 period of time no longer than any probation period (which
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may exceed one year) that may be imposed upon such

person. Suck a deferral or suspension shall not operate as

„ a bar to the collection of the penalty in the event that the
O

conditions of the suspension, deferral, or probation are not

fulfilled.".
5

AVAILABILITY OP INFORMATION TO CONGRESS
6

SEC. 112. (a) Section 7 (c) of the Export Administra- 

tion Act of 1969 is amended by adding at the end thereof the
o

following new sentence: "Nothing in this Act shall be con-
•J

strued as authorizing the withholding of information from

, Congress, and any information obtained under this Act,

, including any report or license application required under
\.2i

v , section 4(b) and any document or information required
J.o

under section 4 (j) (1), shall.be made available upon request

ir to any committee of Congress or any subcommittee thereof.". io
(b) Section 4 (c) (1) of such Act is amended by insert- 

-,-, ing immediately before the period at the end of the last scn- 

1t,. tence thereof "and in the last sentence of section 7 (c) of this
lo

19
SIMPLIFICATION OP EXPORT REGULATIONS AND LISTS

SEC. 113. Section 7 of the Export Administration Act 

„„ -of 1969 is amended by adding at the end thereof the follow- 

.,., ing new subsection (e) :

" (e) The Secretary of Commerce, in consultation with

„ appropriate United States Government departments and Jo
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1 agencies and with appropriate technical advisory committees

2 established under section 5 (c), shall review the rules and

3 regulations issued under this Act and the lists of articles, ma-

4 terials, and supplies which are subject to export controls in

5 order to determine how compliance with the provisions of

6 this Act can be facilitated by simplifying such rules and

7 regulations, by simplifying or clarifying such lists, or by any

8 other means. Not later than 1 year after the enactment of

9 this subsection, the Secretary of Commerce shall report to

10 Congress on the actions taken on the basis of such review to

11 simplify such rules and regulations. Such report may be in*

12 eluded in the semiannual report required by section 10 of

13 this Act.". •

14 TEEEOEISM

15 SEC. 114. Section 3 of the Export Administration Act

10 of 1969 is amended by adding at the end thereof the fol-

17 lowing:

18 " (8) It is the policy of the United States to use export

19 controls to encourage other countries to take immediate

20 steps to prevent the use of their territory or resources to aid,

21 encourage, or give sanctuary to those persons involved in

22 directing, supporting, or participating in acts of international

23 terrorism. To achieve this objective, the President shall make

24 every reasonable effort to secure the removal or reduction

25 of such assistance to international terrorists through inter-
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1 national cooperation and agreement before resorting to the

2 imposition of export controls.".

3 SEMIANNUAL KEPOKTS

4 SEC. 115. (a) Section 10 of the Export Adminis-

5 tration Act of 1969 is amended by adding at the end thereof

6 the following new subsection (c) :

7 " (c) Each semiannual report shall include an account-

8 ing of—

9 "(1) any organizational and procedural changes

10 instituted, any reviews undertaken, and any means used

11 to keep the business sector of the Nation informed,

12 pursuant to section 4 (a) of this Act;

13 " (2) any changes in the exercise of the aiithori-

14 ties of section 4(b) of this Act;

15 "(3) any delegations of authroity under section

1G 4 (e) of this Act;

17 "(4) the disposition of export license applications

18 . pursuant to sections 4 (g) and (h) of this Act;

19 " (5) the effects on the national security and for-

120 eign policy of the United States of transfers from the

21 United States of technical data or other information

22 which are reported to the Secretary of Commerce pur-

23 suant to section 4(j) of this Act;

24 " (6) consultations undertaken with technical ad-

25 visory committees pursuant to section 5 (c) of this Act;
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1 " (7) violations of the provisions of this Act and

2 penalties imposed pursuant to section 6 of this Act;

3 and

4 " (8) a description of actions taken by the Presi-

5 dent and the Secretary of Commerce to effect the pol-

6 icies set forth in section 3(5) of this Act.".

7 (b) (1) The section heading of such section 10 is

8 amended by striking out "QUARTERLY".

9 (2) Subsection (b) of such section is amended—

10 (A) by striking out "quarterly" each tune it ap-

11 pears; and

12 (B) by striking out "second" in the first sentence

13 of paragraph (1).

14 SPECIAL REPORT ON MULTILATERAL EXPORT CONTROLS

15 SEC. 116. Not later than 12 months after the enactment

16 of this section, the President shall submit to the Congress a

17 special report on multilateral export controls in which the

18 United States participates pursuant to the Export Admin- 

19 istration Act of 1969 and pursuant to the Mutual Defense

20 Assistance Control Act of 1951. The purpose of such spe-

21 cial report shall be to assess the effectiveness of such multi-

22 lateral export controls and to formulate specific proposals

23 for increasing the effectiveness of such controls. That special

24 report shall include—

25 (l) the current list of commodities controlled for
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1 export by agreement of the group known as the Coordi-

2 nating Committee of the Consultative Group (hereafter

3 in this section referred to as the "Committee") and an

4 analysis of the process of reviewing such list and of the

5 changes which result from such review;

6 (2) data on and analysis of requests for exceptions

7 to such list;

8 (3) a description and an analysis of the process

9 by which decisions are made by the Committee on

10 whether or not to grant such requests;

11 (4) an analysis of the uniformity of interprets

12 tion and enforcement by the participating countries

13 of the export controls agreed to by the Committee

14 (including controls over the reexport of such commodi-

1^ ties from countries not participating in the Committee),

16 and information on each case where such participating

•^ countries have acted contrary to the United States inter-

18 pretation of the policy of the Committee, including

19 United States representations to such countries and the

20 response of such countries;

21 (5) an analysis of the problem of exports of ad-

22 vanced technology by countries not participating in the

23- Committee, including such exports by subsidiaries or

•• affiliates of United States businesses in such countries;

2§ (61 ) an analysis of the effectiveness of. any prq,
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1 cedures employed in cases in which an exception for

2 a listed commodity is granted by the Committee, to de-

3 termine whether there has been compliance with.any

4 conditions on the use of the excepted commodity which

5 were a basis for the exception; and

6 (7) detailed recommendations for improving,

7 through formalization or other means, the effectiveness

8 of multilateral export controls, including specific recom-

9 mendations for the development of more precise criteria

10 and procedures for collective export decisions and for the

11 development of more detailed and formal enforcement

12 mechanisms to assure more uniform interpretation of and

13 compliance with such criteria, procedures and decisions

14 by all countries participating in such multilateral export

15 controls.

16 REVIEW OF UNILATERAL AND MULTILATERAL EXPORT

17 CONTROL LISTS

18 SEC. 117. The Secretary of Commerce, in cooperation

19 with appropriate United States Government departments

20 and agencies and the appropriate technical advisory commit-

21 tees established pursuant to the Export Administration Act

22 of 1969, shah1 undertake an investigation to determine

23 'whether United States unilateral controls or multilateral con-

24 trols in which the United States participates should be re-

25 moved, modified, or added with respect to particular articles,
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1 materials, and supplies, including technical data and other

2 information, in order to protect the national security of the

3 United States. Such investigation shall take into account

4 such factors as the availability of such articles, materials, and

5 supplies from other nations and the degree to which the

<; availability of the same from the United States or from any

7 country with which the United States participates in multi-

8 lateral controls would make a significant contribution to the

9 military potential of any country threatening or potentially

10 threatening the national security of lie United States. The

11 results of such investigation shall be reported to the Congress

12 not later than 12 months after enactment of this Act.

13 SUNSHINE IN GOVEENMENT

14 SBC. 118. (a) Each officer or employee of the Depart-

15 ment of Commerce who—

16 (1) performs any function or duty under this Act

17 or the Export Administration Act of 1969; and

18 (2) has any known financial interest in any person

19 subject to such Acts, or in any person who obtains any

20 license, enters into any agreement, or otherwise receives

21 any benefit under such Acts;

22 shall, beginning on February 1, 1977, annually file with

23 the Secretary of Commerce a written statement concerning

24 all such interests held by such officer or employee during the
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1 preceding calendar year. Such statement shall be available

2 to the public.

3 (b) The Secretary of Commerce shall—

4 (1) within 90 days after the date of enactment of

5 this Act—

6 (A) define the term "known financial inter-

7 est" for purposes of subsection (a) of this section;

8 and

9 (B) establish the methods by which the re-

10 quirement to file written statements specified in sub-

11 section (a) of this section will be monitored and

12 enforced, including appropriate provisions for the

13 filing by such officers and employees of such state-

14 • ments and the review by the Secretary of such

15 statements; and

16 (2) report to the Congress on June' 1 of each calen-

1^ dar year with respect to such disclosures and the ac-

l8 tions taken in regard thereto during the preceding

1^ calendar year.

20 (c) In the rules prescribed under subsection (b) of

21 this section, the Secretary may identify specific positions

22 within the Department of Commerce which are of a non-

'^ regulatory or nonpolicymaking nature and provide that of-
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1 ficers or employees occupying such positions shall be exempt

2 from the requirements of this section.

3 (d) Any officer or employee who is subject to, and

4 knowingly violates, this section or any regulation issued

5 hereunder, shall be fined not more than $2,500 or im-

6 prisoned not more than 1 year, or both.

7 TITLE'11—FOREIGN BOYCOTTS

8 PROHIBITION ON COMPLIANCE WITH FOREIGN BOYCOTTS

9 SEC. 201. (a) The Export Administration Act of 1969

10 is amended by redesignating section 4A as section 4B and

11 by inserting after section 4 the following new section:

12 "FOREIGN BOYCOTTS

13 "SEC. 4A. (a) (1) For the purpose of implementing

14 the policies set forth in section 3(5) (A) and (B), the

15 President shall issue rules and regulations prohibiting any

16 United States person from taking any of the following actions

l1̂  with intent to comply with, further, or support any boycott

18 fostered or imposed by a foreign country against a country

19 which is friendly to the United States and which is not itself

20 the object of any form of embargo by the United States:

21 " (A) Refraining from doing business with or in

22 the boycotted country, with any business concern orga-

23 nized under the laws of the boycotted country, or with

24 any national or resident of the boycotted country, pur-

25 suant to an agreement with, a requirement of, or a
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1 request from or on hehalf of the boycotting country.

2 The mere absence of a business relationship with or iii

3 the boycotted country, with any business concern orga-

4 nized under the laws of the boycotted country, or with

5 any national or resident of the boycotted country, does

6 not indicate the existence of the intent required to

7 establish a violation of rules and regulations issued

8 to carry out this subparagraph.

9 " (B) Refraining from doing business with any per-

10 son (other than the boycotted country, any business con-

11 ^ cern organized under the laws of the boycotted county,

12 or any national or resident of the boycotted country).

13 The mere absence of a business relationship with a per-

14 son does not indicate the presence of the intent required

15 to establish a violation of rules and regulations issued to

16 carry out this subparagraph.

17 "(C) Refraining from employing or otherwise dis-

18 criminating against any United States person on the

19 basis of race, religion, nationality, or national origin.

20 "(D) Furnishing information with respect to the

21 race, religion, nationality, or national origin of any other

22 United States person.

23 " (E) Furnishing information about whether any

24 person has, has had, or proposes to have any business

25 relationship (including a relationship by way of sale,
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1 purchase, legal or commercial representation, shipping

2 or other transport, insurance, investment, or supply)

3 with or in the boycotted country, with any business con-

4 cern organized under the laws of the boycotted country,

5 with any national or resident of the boycotted country,

6 or .with any other person which is known or believed

7 to be restricted from having any business relationship

8 with or in the boycotting country.

9 "(2) Bules and regulations issued pursuant to para-

10 graph (1) shall provide exceptions for—

11 "(A) compliance with requirements (i) pro-

12 hibiting the import of goods from the boycotted coun-

13 try or of goods produced by any business concern

11 organized under the laws of the boycotted country or

15 by nationals or residents of the boycotted country, or

16 (ii) prohibiting the shipment of goods to the boy-

17 cotting country on a carrier of the boycotted country

18 or by a route other than that prescribed by the boj^-

19 cotting country or the recipient of the shipment;

20 "(B) compliance with import and shipping docu-

21 ment requirements with respect to country of origin,

22 the name of the carrier and route of shipment, and

23 the name of the supplier of the shipment;

24 " (0) compliance with export requirements of the

25 boycotting country relating to transshipments of ex-
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1 ported goods to the boycotted country, to any business

2 concern organized under the laws of the boycotted

3 country, or to any national or resident of the boycotted

4 country;

5 " (D) compliance by an individual with the im-

6 migration or passport requirements of any country; or

7 " (E) the refusal of a United States person to pay,

8 honor, advise, confirm, process, or otherwise implement

9 a letter of credit in the event of the failure of the

10 beneficiary of the letter to comply with the conditions

11 or requirements of the letter, other than conditions or

12 requirements compliance with which is prohibited by

13 rules and regulations issued pursuant to paragraph (1)

14 which conditions or requirements shall be null and void.

1? "(3) Nothing in this subsection may be construed to

16 supersede or limit the operation of the antitrust laws of the

17 United States.

18 " (4) Eules and regulations pursuant to this subsection

19 and section 11 (2) shall be issued and become effective not

20 later than 90 days after the date of enactment of this section,

21 except that rules and regulations issued pursuant to this sub-

22 section shall apply to actions taken pursuant to contracts

23 or other agreements in efiect on such date of enactment only

24 after the expiration of 90 days following the date such rules

25 and regulations become effective.
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1 " (b) (1) In addition to the rales and regulations issued

2 pursuant to subsection (a) of this section, rules and regula-

3 tions issued under section 4(b) of this Act shall implement

4 the policies set forth in section 3(5).

5 "(2) Such rules and regulations shall require that any 

g United States person receiving a request for the furnishing 

Y of information, the entering into or implementing of agree- 

g ments, or the taking of any other action referred to in sec- 

g tion 3 (5) shall report that fact to the Secretary of Corn- 

10 merce, together with such other information concerning such

11 request as the Secretary may require for such action as he

12 may deem appropriate for carrying out the policies of that

13 section. Such person shall also report to the Secretary of

14. Commerce whether he intends to comply and whether lie

15 has complied with such request. Any report filed pursuant

Ig to this paragraph after the date of enactment of this section

17 shall be made available promptly for public inspection and

18 copying, except that information regarding the quantity,

19 description, and value of any articles, materials, and sup-

20 plies, including technical data and other information, to

21 which such report relates may be kept confidential if the

22 Secretary determines that disclosure thereof would place the

23 United States person involved at a competitive disadvantage.

24 The Secretary of Commerce shall periodically transmit sum-

25 maries of the information contained in such reports to the
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1 Secretary of State for such action as the Secretary of State,

2 in consultation with the Secretary of Commerce, may deem

o, appropriate for carrying out the policies set forth in section

4 3(5) of this Act.".

5 (b) Section 4(b) (!) of such Act is amended by strik-

g ing out the next to the last sentence.

y (c) Section 7 (c) of such Act is amended by striking

g out "No" and inserting in lieu thereof "Except as otherwise

g provided by the third sentence of section 4A (b) (2) and

10 by section 6 (c) (2) (C) of this Act, no".

11 STATEMENT OP POLICY

12 SEC. 202. '(a) Section 3 (5) (A) of the Export Admin- 

13 istration Act of 1969 is amended by inserting immediately

14 after "United States" the following: "or against any United

15 States person".

16 ' (b) Section 3 (5) (B) of such Act is amended to read

17 as follows: "(B) to encourage and, in specified cases, to

18 require United States persons engaged in the -export of

19 articles, materials, supplies, or information to refuse to-take

20 actions, including furnishing information or entering into or

21 implementing agreements, which have the effect of further-

22 ing or supporting the restrictive trade practices or boycotts

23 fostered or imposed by any foreign country against a country

24. friendly to the United States or against any United States

25 person,".
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1 ENFOBCEMENT

2 SEC. 203. (a) Section 6(c) of the Export Administra-

3 tion Act of 1969 is amended—

4 (A) by redesignating such section as section 6

5 (c) (1) ; and

6 (B) by adding at the end thereof the following

7 new paragraph:

8 "(2) (A) The authority of this Act to suspend or

9 revoke the authority of any United States person to export

10 articles, materials, supplies, or technical data or other in-

11 formation, from the United States, its territories or posses-

12 sions, may be used with respect to any violation of the rules

13 and regulations issued pursuant to section 4A (a) of this

14 Act.

15 " (B) Any sanction (including any civil penalty or

16 any suspension or revocation of authority to export) im-

17 posed under this Act for a violation of .the rules and regula-

18 tions issued pursuant to section 4A (a) of this Act may be

19 imposed only after notice and opportunity for an agency

20 hearing on the record in accordance with sections 554

21 through 557 of title 5, United States Code.

22 "(C) Any charging letter or other document mitiating

23 proceedings for the imposition of sanctions for violations of
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1 the rules and regulations issued pursuant to section 4A (a)
2 of this Act shall be made available for public inspection arid

3 copying.".

4 (b) Section 8 of such Act is amended by striking out

5 "The" and inserting in lieu thereof "Except as provided in

C section 6(c) (2), the".

7 DEFINITIONS

8 SEC. 204. Section 11 of the Export Administration Act

9 of 1969 is amended to read as follows:

10 "DEFINITIONS

11 "Sec. 11. As used in this Act—

12 " (1) the term 'person' includes the singular and

13 the plural and any individual, partnership, corporation,

14 or other form of association, including any government

15 or agency thereof; and

16 " (2) the term 'United States person' includes any

1^ United States resident or national, any domestic con-

18 cern (including any subsidiary or affiliate of any foreign

19 concern with respect to its activities in the United

20 States), and any foreign subsidiary or affiliate of any

21 domestic concern which is controlled in fact by such

22 domestic concern, as determined under regulations of

23 the President".
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j. TITLE III—EXPOETS OF NUCLEAR MATERIAL

2 AND TECHNOLOGY

3 NUCLEAR EXPOETS

4 SEC. ,301. The Export Administration Act of 1969 is

5 amended by adding at the end thereof the following new sec-

6 tion:

7 "NTJCLEAE EXPOETS

g "SEC. 16. (a) (1) The Congress finds that the export

9 by the United States of nuclear material, equipment, and

10 devices, if not properly regulated, could allow countries to

11 come imacceptably close to a nuclear weapon capability,

12 thereby adversely affecting international stability, the foreign

13 policy objectives of the United States, and undermining the

14 principle of nuclear nonproliferation agreed to by the United

15 States as a signatory to the Treaty on the Non-Proliferation

16 of Nuclear Weapons.

17 "(2) The Congress finds that nuclear export activities

18 which enable countries to possess strategically significant

19 quantities of u'nirradiated, readily fissionable material are

20 inherently unsafe.

21 "(3) It is, therefore, the purpose of this section to

22 implement the policies stated in paragraphs (1) and (2)

23 of section 3 of this Act by regulating the export of nuclear

24 material, equipment, and devices which could prove detri-
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1 mental to United States national security and foreign policy

2 objectives. : .

3 "(b) (1) No agreement for cooperation providing for

4 the export of any nuclear material, equipment, or devices for

5 ' civil uses may be entered into with any foreign country,

6 group of countries, or international organization, and no

7 amendment to or renewal of any such agreement may be

8 agreed to, unless—

9 "(A) the provisions of the agreement concerning

10 the reprocessing of special nuclear material supplied by

11 the United States will apply equally to all special nuclear

12 material produced through the use of any nuclear reactor

13 transferred under such agreement; and

14 "(B) the recipient country, group of countries, or

•^ international organization, has agreed to permit the 

International Atomic Energy Agency to report to the 

United States, upon a request by the United States, on 

the status of all inventories of plutonium, uranium 233,

•^ and highly enriched uranium possessed by that country,

2^ group of countries, or international organization and

subject to International Atomic Energy Agency safe-

22 guards.

23 "(2) (A) The Secretary of State shall undertake con- 

2^ sultations with all parties to agreements for cooperation
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1 existing on the date of enactment of this section in order

2 to seek inclusion in such agreements of the provisions de-

3 scribed in paragraph (1) (A) and (1) (B) of this sub-

4 section.

5 " (B) The Secretary of State shall seek to acquire,

6 from any party to an agreement for cooperation who is

7 not a nuclear-weapons State (as defined in article IX (3)

8 of the Treaty on the Non-Proliferation of Nuclear Weap-

9 ons), periodic reports on the status of all inventories of

10 plutonium, U-233, and highly enriched uranium possessed

11 by that party which are not subject to International Atomic

12 Energy Agency safeguards.

13 "(3) (A) No license may be issued for the export of

14 any nuclear material, equipment, or devices pursuant to an

15 agreement for cooperation unless the recipient country,

16 group of countries, or international organization, has agreed

17 that the material, equipment, and devices subject to that

18 agreement will not be used for any nuclear explosive device,

19 regardless of how the device itself is intended to be used.

20 " (B) Subparagraph (A) of this paragraph shall take

21 effect at the end of the 1-year period beginning on the date

22 of enactment of this section.

23 " (4) In any case in which a party to any agreement

24 for cooperation seeks to reprocess special nuclear material

25 produced through the use of any nuclear material, equipment.
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or devices supplied by the United States, the Secretary of 

„ State may only determine that safeguards can be applied 

„ effectively to such reprocessing if he finds that the reliable 

. detection of any diversion and the timely warning to the

_ United States of such diversion will occur well in advance o
„ of the time at which that party could transform strategic

„ quantities of diverted nuclear material into explosive nuclear

8 devices.".

_ INTEBNATIONAL AGBEEMENT ON NUCLEAR EXPORTS 
y

, Q SEC. 302. (a) It is the sense of the Congress that the

j-. President should actively seek, and by the earliest possible

,o date secure, an agreement or other arrangement under

13 which—

•jj •. (A) nuclear exporting nations will not transfer to

25 any other nation any equipment, material, or tech-

jg nology designed or prepared for, or which would mate-

Yi rially assist the establishment of, national uranium

jg enrichment, nuclear fuels reprocessing, or heavy water

-.Q production facilities until and while alternatives to such

20 national facilities are explored and pursued;

21 (B) nuclear exporting nations will not transfer any

22 nuclear equipment, material, or technology to any other

23 nation that has not agreed to implement safeguards pro-.'

24 mulgated by the International Atomic Energy Agency;

25 (0) minimum physical security standards are
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1 established to prevent the unauthorized diversion of

2 nuclear equipment, materials, and technology;

3 (D) arrangements are established for effective and

4 prompt responses in the event of violations of any inter-

5 national agreement to control the use of nuclear mate-

6 rials and technology;

7 (E) nuclear exporting nations, in cooperation with

8 nuclear importing nations, pursue the concept of multi-

9 national facilities for the purpose of meeting the world's

10 nuclear fuel needs while reducing the risks associated

11 with the spread of national facilities for fuel reprocessing,

12 fabrication, and enrichment; and

13 (F) nuclear exporting nations establish arrange- 

14: ments for appropriate response, including the suspen-

15 sion of transfers of nuclear equipment, material, or tech-

16 nology, to any non-nuclear weapons country which has 

1' detonated a nuclear explosive device or which has clearly

18 demonstrated the intention to embark upon a nuclear

19 weapons program.

20 Within 1 year after the date of enactment of this Act,

21 the President shall report to the Congress on the progress

22 •• made toward the achievement -of international agreement

23 or other arrangements on the matters specified in this

24 section.
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j (b) For purposes of this section, the term "nuclear

2 exporting nations" means the United States, the United

3 Kingdom, France, the Federal Republic of Germany, Can-

4 ada, Japan, the Union of Soviet Socialist Republics, and

5 such other countries as the President may determine,

g EXPORTS OF NUCLEAR TECHNOLOGY

7 SEC. 303. Section 4(j) of the Export Administration

8 Act of 1969, as added by section 107 of this Act, is amended

9 by adding at the end thereof the following new paragraph:

10 " (3) The President shall conduct an in-depth study of

11 whether, or the extent to which, the education and training

12 '• °f foreign nationals within the United States in nuclear engi-

13 • neering and related fields contributes to the proliferation of

14 explosive nuclear devices or the development of a capability

15 of producing explosive nuclear devices. Not later than the end

16 of the 6-month period beginning on the date of enactment of

17 this paragraph, the President shall submit to the Congress a

18 detailed report containing the findings and conclusions of such

19 study. Such report shall analyze the direct and indirect contri-

20 bution of such education and training to nuclear proliferation.".

21 NUCLEAR POWERPLANTS

22 SEC. 304. None of the funds authorized by the Foreign

23 Assistance Act of 1961 may be used to finance the construc-

24 tion of, the operation or maintenance of, or the supply of
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1 fnel for, any nuclear powerplant under an agreement for

2 cooperation between the United States and any other

3 country.
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95TH CONGRESS 
IST SESSION S.92

IN THE SENATE OF THE UNITED STATES
JANUAKT 10,1977

Mr. WILLIAMS (for himself and Mr. PHOXMIEE) introduced the following bill; 
which was read twice and referred to the Committee on Banking, Hous 
ing and Urban Affairs

A BILL
To amend and extend the Export Administration Act of 1969 

to improve the administration of export controls pursuant 
to such Act, to strengthen the antiboycott provisions of 
such Act, and for other purposes.

1 Be it enacted by the Senate and House of Eepresenta-

2 lives of the United States of America in Congress assembled,

3 SHORT TITLE

4 SECTION 1. This Act may be cited as the "Export Ad- 

•r) ministration and Foreign Boycott Amendments Act of 1977". 

II
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1 TITLE I-^EXPORT ADMINISTRATION

2 IMPROVEMENTS AND EXTENSION

3 EXTENSION OP EXPORT ADMINISTRATION ACT

4 SEC. 101. Section 14 of the Export Administration Act

5 of 1969 is amended by striking out "September 30, 1976"

6 and inserting in lieu thereof "September 30, 1978".

7 AUTHORIZATION OF APPROPRIATIONS

8 SEC. 102. The Export Administration Act of 1969 is

9 amended by inserting after section 12 the following new

10 section 13 and redesignating existing sections 13 and 14 as

11 sections 14 and 15, respectively:

12 "AUTHORIZATION OP APPROPRIATIONS

13 "SEC. 13. Notwithstanding any other provision of law,

-^ no appropriation shall be made under any law to the De- •

•^ partment of Commerce for expenses to carry out the purposes 

of this Act for any fiscal year commencing on or after Octo- 

ber 1, 1977, unless previously and specifically authorized by 

legislation enacted after the enactment of this section.".

19 CONTROL OP EXPORTS FOR NATIONAL SECURITY PURPOSES;

20 FOREIGN AVAILABILITY

21 SEC. 103. (a) Section 4 (b) of the Export Administra-

22 tion Act of 1969 is amended—

2 (1) by striking out the third sentence of para-

24 graph (1) ;
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-I (2) by striking out paragraphs (2) through (4) ;

2 and

3 (3) by inserting the following new paragraph

4 (2):

5 " (2) (A) In administering export controls for national

g security purposes as prescribed in section 3(2) (C) of this

7* Act, United States policy toward individual countries shall

g not be determined exclusively on the basis of a country's

9 Communist or non-Communist status but shall take into

10 account such factors as the country's present and potential

11 relationship to the United States, its present and potential

12 relationship to countries friendly or hostile to the United

13 States, its ability and willingness to control retransfers of

14 United States exports in accordance with United States pol-

15 icy, and such other factors as the President may deem ap-

16 propriate. The President shall periodically review United

17 States policy toward individual countries to determine

18 whether such policy is appropriate in light of the factors

19 specified in the preceding sentence. The results of such re-

20 view, together with the justification for United States policy

21 in light of such factors, shall be included in the semiannual

22 report of the Secretary of Commerce required by section 10

23 of this Act for the first half of 1977 and in every second such

24 report thereafter.

85-654 O - 77 - 4
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1 "(B) Rules and regulations under this subsection may

2 provide for denial of any request or application for authority

3 to export articles, materials, or supplies, including technical

4 data, or any other information, from the United States, its

5 territories and possessions, to any nation or combination of

6 nations threatening the national security of the United States

7 if the President determines that their export would prove

8 detrimental to the national security of the United States.

9 The President shall not impose export controls for national

10 security purposes on the export from the United States of

11 articles, materials, or supplies, including technical data or

12 other information, which he determines are available without

13 restriction from sources outside the United States in signifi-

14 cant quantities and comparable in quality to those produced

15 in the United States, unless the President determines that

16 adequate evidence has been presented to him demonstrating

17 that the absence of such controls would prove detrimental to

18 the national security of the United States. The nature of

19 such evidence shall be included in the semiannual report re-

20 quired by section 10 of this Act. Where, in accordance with

21 this paragraph, export controls are imposed for national

22 security purposes notwithstanding foreign availability, the

23 President shall take steps to initiate negotiations with the

24 governments of the appropriate foreign countries for the pur-

25 pose of eliminating such availability."



1 (b) (1) Section 4(h) of the Export Administration

2 Act of 1969 is amended by striking out "controlled country"

3 in the first sentence of paragraph (1) and in the second

4 sentence of paragraph (2) and inserting in lieu thereof

5 "country to which exports are restricted for national security

6 purposes".

7 (2) Section 4(h) (2) (A) of such Act is amended by

8 striking out "controlled" and inserting in lieu thereof "such".

9 (3) Section 4 (h) (4) of such Act is amended—

10 (A) by inserting "and" at the end of subparagraph

11 (A) ; and

12 (B) by striking out the semicolon at the end of

13 subparagraph (B) thereof and all that follows the semi-

14 colon and inserting in lieu thereof a period.

15 (4) The amendments made by this subsection shall bc-

16 come effective upon the expiration of ninety days after the

17 receipt by the Congress of the semiannual report of the See- 

18 retary of Commerce required by section 10 of such Act for

19 the first half of 1977.

20 (c) Section 4 (h) of such Act is amended—

21 (1) in paragraph (1) —

22 (A) in the first sentence by striking out "sig-

23 nificantly increase the military capability of such

24 country" and inserting in lieu thereof "make a sig-
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1 nificant contribution to the military potential ot such

2 country"; and

3 (B) in the second sentence by striking out

4 "significantly increase the military capability of

5 such country" and inserting in lieu thereof "make

6 a significant contribution, which would prove detri-

7 mental to the national security of the United States,

8 to the military potential of such country"; and

9 (2) in paragraph (2) (A), by striking out "signifi-

10 cantly increase the military capability of such country"

11 and inserting in lieu thereof "make a significant contri-

12 bution, which would prove detrimental to the national

13 security of the United States, to the military potential of

14 such country or any other country".

15 (d) Section 6(b) of such Act is amended by striking

16 out "Communist-dominated nation" and inserting in lieu

If thereof "country to which exports are restricted for national

18 security or foreign policy purposes".

19 EXEMPTION FOE CERTAIN AGRICULTURAL COMMODITIES

20 FROM CERTAIN EXPORT LIMITATIONS

21 SEC. 104. Section 4(f) of the Export Administration

22 Act of 1969 is amended—

23 (1) by redesignating such section as section 4 (f)

24 (1) ; and

25 (2) by adding at the end thereof the following

26 new paragraph:
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i "(2) Upon approval of the Secretary of Commerce, in

- 2 consultation with the Secretary of Agriculture, agricultural

3 commodities purchased by or for use in a foreign country

4 may remain in the United States for export at a later date

5 free from any quantitative limitations on export which may

6 be imposed pursuant to section 3 (2) (A) of this Act sub-

7 sequent to such approval. The Secretary of Commerce may

g not grant approval hereunder unless he receives adequate

g assurance and, in conjunction with the Secretary of Agri-

IQ culture, finds that such commodities will eventually be ex-

H ported, that neither the sale nor export thereof will result

12 in an excessive drain of scarce materials and have a serious

13 domestic inflationary impact, that storage of such commodi-

14 ties in the United States will not unduly limit the space avail-

15 able for storage of domestically owned commodities, and that

16 the purpose of such storage is to establish a reserve of such

17 commodities for later use, not including resale to or use by

18 another country. The Secretary of Commerce is authorized to

19 issue such rules and regulations as may be necessary to imple-

20 ment this paragraph.".

21 CONGRESSIONAL REVIEW OF EXPORT CONTROLS ON

22 AGRICULTURAL COMMODITIES

23 SEC. 105. Section 4(f) of the Export Administration

24 Act of 1969, as amended by section 104 of this Act, is

25 further amended by adding at the end thereof the following

26 new paragraph;
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j " (3) If the authority conferred by this section is exer-

2 cised to prohibit or curtail the exportation of any agricul-

3 tural commodity hi order to effectuate the policies set forth

4 in clause (B) of paragraph (2) of section 3 of this Act,

5 the President shall immediately report such prohibition or

6 curtailment to the Congress, setting forth the reasons there-

7 for in detail. If the Congress, within 30 days after the date

8 of its receipt of such report, adopts a concurrent resolution

9 disapproving such prohibition or curtailment, then such pro-

10 hibition or curtailment shah1 cease to be effective with the

11 adoption of such resolution. In the computation of such 30-

12 day period, there shall be excluded the days on which either

13 House is not in session because of an adjournment of more

14 than 3 days to a day certain or because of an adjournment

15 of the Congress sine die.".

16 PERIOD FOR ACTION ON EXPORT LICENSE APPLICATIONS

17 SEC. 106. Section 4 (g) of the Export Administration

18 Act of 1969 is amended to read as follows:

19 "(g) (l)It is tne intent of Congress that any export

20 license application required under this Act shall be ap-

21 proved or disapproved within 90 days of its receipt. Upon

22 the expiration of the 90-day period beginning on the date

23 of its receipt, any export license application required under

24 this Act which has not been approved or disapproved shall

25 be deemed to be approved and the license shall be issued
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1 unless the Secretary.of Commerce or other official exercising

2 authority under this Act finds that additional time is re-

3 quired and notifies the applicant in writing of the specific

4 circumstances requiring such additional time and the esti-

5 mated date when the decision will be made.

6 "(2) (A) With respect to any export license applica-

7 tion not finally approved or disapproved within 90 days of

8 its receipt as provided in paragraph (1) of this subsection,

9 the applicant shall, to the maximum extent consistent with

10 the national security of the United States, be specifically

11 informed in writing of questions raised and negative consid-

12 .erations or recommendations made by any agency or depart-

13 ment of the Government with respect to such license appli-

14 cation, and shall be accorded an oportunity to respond to such

15 questions, considerations, or recommendations in writing

16 prior to final approval or disapproval by the Secretary of

17 Commerce or other official exercising authority under this

18 Act. In making such final approval or disapproval, the Secre-

19 tary of Commerce or other official exercising authority under

20 this Act shall take fully into account the applicant's response,.

21 "(B) Whenever the Secretary determines that it is

22 necessary to refer an export license application to any multi-

23 lateral review process for approval, he shah1 first, if the appli-

24 cant so requests, provide the applicant with an opportunity

25 to review any documentation to be submitted to such process
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	for the purpose of describing the export in question, in order 

2 to deterttiine whether such documentation accurately de- 

o scribes the proposed export.

4 " (3) In any denial of an export license application, the

c applicant shall be informed in writing of the specific statu-

Q tory basis for such denial.".

rt EXPOftTS OP TECHNICAL INFOBMATION

g SEC. 107. Section 4 of the Export Administration Act

o of 1969 is amended by adding at the end thereof the follow-

10 iiig new subsection (j) :

11 "(j) (1) Any person (including any college, university,

12 or other educational institution) who enters into any con-

13 tract, protocol, agreement, or other understanding for, or

14 which may result in, the transfer from the United States of

15 technical data or other information to any country to which

16 exports are restricted for national security or foreign policy

17 purposes shall furnish to the Secretary of Commerce such

18 documents and information with respect to such agreement

19 as the Secretary shall by regulation require in order to en-

20 able him to monitor the effects of such transfers on the

21 national security and foreign policy of the United States.

22 " (2) The Secretary of Commerce shall conduct a study

23 of the problem of the export, by publications or any other

24 means of public dissemination, of technical data or other
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1 information from the United States, the export of which

'2 might prove detrimental to the national security or foreign

3 ' policy' of the United States. Not later than 6 months after

4 the enactment of this' subsection, the Secretary shall report

5 to the Congress his assessment of the impact of the export

6 of such technical data, or other information by such means

'7 ori the national security and foreign policy of the United

•S States and his recommendations for monitoring such exports

9 without impairing freedom of speech, freedom of press, or the

10 freedom of scientific exchange. Such report may be included

11 in the semiannual report required by section 10 of this Act.".

12 • CERTAIN PETROLEUM: EXPORTS

13 SEC. 108. Section 4 of the Export Administration Act of

I* 1969, as amended by section 107 of this Act, is further

15 amended by adding at the end thereof the following new sub-

16 section (k) :

l^ " (k) Petroleum products refined in United States For-

18 eign-Trade Zones, or in the United States Territory of Guam,

19 from foreign crude oil shall be excluded from any quanti-

20 tative restrictions imposed pursuant to section 3(2) (A) of

21 this Act, except that, if the Secretary of Commerce finds that
	•

22 a product is in short supply, the Secretary of Commerce may

23 issue such rules and regulations as may be necessary to limit 

24' exports.".
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1 EXPORT OP HOESES

2 SEC. 109. Section 4 of the Export Administration Act

3 of 1969, as amended by sections 107 and 108 of this Act,

4 is further amended by adding at the end thereof die follow-

5 ing new subsection (1) :

G "(1) (1) Notwithstanding any other provision of this

7 Act, no horse may be exported by sea from the United

8 States, its territories and possessions, unless such horse is part

9 of a consignment of horses with repect to which a waiver has

10 been granted under paragraph (2) of this subsection.

11 "(2) The Secretary of Commerce, in consultation with

12 the Secretary of Agriculture, may issue rules and regulations

13 providing for the granting of waivers permitting the export

14 by sea of a specified consignment of horses, if the Secretary

15 of Commerce, in consultation with the Secretary of Agricul-

1C ture, determines that no horse in that consignment is being

17 exported for purposes of slaughter.".

18 TECHNICAL ADVISORY COMMITTEES

19 SEC. 110. (a) Section 5 (c) (1) of the Export Adminis-

20 tration Act of 1969 is amended by striking out "two" in

21 the last sentence thereof and inserting in lieu thereof "four".

22 (b) The second sentence of section 5 (c) (2) of such

23 Act is amended to read as follows: "Such committees, where

24 they have expertise in such matters, shall be consulted with

2,~) respect to questions involving (A) technical matters, (B)
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1 worldwide availability and actual utilization of production

2 technology, (C) licensing procedures which affect the level

3 of export controls applicable to any articles, materials, and

4 supplies, including technical data or other information, and

5 (D) exports subject to multilateral controls in which the

6 United States participates including proposed revisions of

7 any such multilateral controls.".

8 (c) Section 5 (c) (2) of such Act is further amended

9 by striking out the third sentence and inserting in lieu

10 thereof the following: "The Secretary shall include in each

11 semiannual report required by section 10 of this Act an

12 accounting of the consultations undertaken pursuant to this

13 paragraph, the use made of the advice rendered by the tech-

14 nical advisory committees pursuant to this paragraph, arid

15 the contributions of the technical advisory committtees to

16 carrying out the policies of this Act.".

17 PENALTIES FOE VIOLATIONS

18 SEC. 111. (a) Section 6 (a) of the Export Admin- 

19 istration Act of 1969 is amended—

20 (1) in the first sentence, by striking out "$10,000"

21 and inserting hi lieu thereof "$25,000"; and '

22 (2) in the second sentence, by striking out

23 "$20,000" and inserting in lieu thereof "$50,000".—

24 (b) Section 6 (b) of such Act is amended by striking

25 out "$20,000" and inserting in lieu thereof "$50,000". -^
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1 (c) Section 6(c) of such Act is amended by striking

2 out "$1,000" and inserting in lieu thereof "$10,000":

3 (d) Section 6 (d) of such Act is amended by adding at

4 the end thereof the following new sentence: "In addition,

5 the payment of any penalty imposed under subsection (c)

6 may be deferred or suspended in whole or in part for a

7 period of time no longer than any probation period (which

8 may exceed one year) that may be imposed upon such

9 person. Such a deferral or suspension shall not operate as

10 a bar to the collection of the penalty in the event that the

11 conditions of the suspension, deferral, or probation are not

12 fulfilled.".

13 AVAILABILITY OF INFORMATION TO CONGRESS "*

** SEC. 112. (a) Section 7 (c) of the Export Administra-

*"* tion Act of 1969 is amended by adding at the end thereof the

*" following new sentence: "Nothing in this Act shall be con-

	strued as authorizing the withholding of information from

° Congress, and any documents or information'obtained under

	'this Act, including any report or license application required

^ under section 4 (b) and any information required under sec-

"-"• tion 4(j) (1), shall be made available upon request to any

2 • committee of Congress or any subcommittee thereof.".

23 (b) Section 4(c) (i) of such Act is amended by in-

^ sorting immediately before the period at the end of the last

2^ sentence thereof "and in the last sentence of section 7 (c) of

26 this Act".
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1 SIMPLIFICATION OF EXPORT KBGULATIONS AND LISTS

2 SEC. 113. Section 7 of the Export Administration Act

l> of 1969 is amended by adding at the end thereof the fol-

4 lowing new subsection (e) :

5 "(e) The Secretary of Commerce, in consultation with

6 appropriate United States Government departments and

7 agencies and with appropriate technical advisory commit-

8 tees established under section 5(c), shall review the rules

9 and regulations issued under this Act and the lists of articles,

10 materials, and supplies which are subject to export controls

11 in order to determine how compliance with the provisions of

12 this Act can be facilitated by simplifying such rules and

13 regulations, by simplifying or clarifying such lists, or by any

14 other means. Not later than one year after the enactment

15 of this subsection, the Secretary of Commerce shall report to

16 Congress on the actions taken on the basis of such review

17 to simplify such rules and regulations. Such report may be

18 included in the semiannual report required by section 10 of

19 this Act.".

20 TBEEOBISM

21 SEC. 114. Section 3 of the Export Administration Act

22 of 1969 is amended by adding at the end thereof the follow-

23 ing:

24 " (8) It is the policy of the United States to use export

25 controls to encourage other countries to take immediate steps
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1 to prevent the use of their territory or resources to aid,

2 encourage, or give sanctuary to those persons involved in

3 directing, supporting, or participating in acts of international

4 terrorism. To achieve this objective, the President shall make

5 every reasonable effort to secure the removal or reduction of

6 such assistance to international terrorists through interna-

7 tional cooperation and agreement before resorting to the

8 imposition of export controls.".

9 SEMIANNUAL REPORTS

10 SEC. 115. (a) Section 10 of the Export Administration

11 Act of 1969 is amended by adding at the end thereof the

12 folio wing new subsection (c) :

13 " (c) Each semiannual report shall include an account-

14 ing of—

15 " (1) any organizational and procedural changes in-

16 stituted, any reviews undertaken, and any means used

17 to keep the business sector of the Nation informed, pur-

18 suant to section 4 (a) of this Act;

19 " (2) any changes in the exercise of the authorities

20 of section 4 (b) of this Act;

21 "(3) any delegations of authority under section

22 4(e) of this Act;

23 " (4) the disposition of export license applications

24 pursuant to sections 4 (g) and (h) of this Act;

25 " (5) the effects on the national security and for-
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^ eign policy of the United States of transfers from the

2 United States of technical data or other information

3 which are reported to the Secretary of Commerce pur-

4 suant to section 4 (j) of this Act;

5 "(6) consultations undertaken with technical ad-

(j visory committees pursuant to section 5 (c) of this Act;

7 " (7) violations of the provisions of this Act and

8 penalties imposed pursuant to section 6 of this Act; and

9 " (8) a description of actions taken by the Presi-

10 dent and the Secretary of Commerce to effect the poli-

11 cies set forth in section 3 (5) of this Act.".

12 (b) (1) The section heading of such section 10 is

13 amended by striking out "QUARTERLY".

14 (2) Subsection (b) of such section is amended—

15 (A) by striking out "quarterly" each time it ap-

16 pears; and

17 (B) by striking out "second" in the first sentence

18 of paragraph (1).

1<J SPECIAL EEPOBT ON MULTILATERAL EXPORT CONTEOLS

20 SEC. 116. Not later than 12 months after the enactment

21 of this section, the President shall submit to the Congress a

22 special report on multilateral export controls in which the

23 United States participates pursuant to the Export Adminis-

24 tration Act of 1969 and pursuant to the Mutual Defense



	58

	18

1 Assistance Control Act of 195.1. The purpose of such special

2 report shall be to assess the effectiveness of such multilateral

;] export controls and to formulate specific proposals for in-

4 creasing the effectiveness of such controls. That special report

5 shall include—

(i (1) the current list of commodities controlled for

7 export by agreement of the group known as the Coordi-

S nating Committee of the Consultative Group (hereafter

9 in this section referred to as the "Committee") and an

10 analysis of the process of reviewing such list and of the

] 1 changes which result from such review;

12 (2) data on and analysis of requests for excep-

13 tions to such list;

14 (3) a description and an analysis of the process

If; b}' which decisions are made by the Committee on

;i li whether or not to grant such requests;

17 (4) an analysis of the uniformity of interpretation

IS and enforcement b}' the participating countries of

19 the export controls agreed to by the Committee

20 (including controls over the re-export of such commodi-

21. ties from countries not participating in the Committee),

22 and information on each case where such participating

23 countries have acted contrary to the United States in-
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1 terpretation of the policy of the Committee, including

2 United States representations to such countries and the

3 response of such countries;

4 (5) an analysis of the problem of exports of ad-

5 vanced .technology by countries not participating in the

6 Committee, including such exports by subsidiaries or

7 affiliates of United States businesses in such countries;

8 (6) an analysis of the effectiveness of any pro-

9 cedures employed, in cases in which an exception for

10 a listed commoditj' is granted by the Committee, to de 

ll termine whether there has been compliance with any

12 conditions on the use of the excepted commodity which

13 were a basis for the exception; and

14 (7) detailed recommendations for improving,

15 through formalization or other means, the effectiveness

1G of multilateral export controls, including specific recom-

17 mendations for the development of more precise criteria

18 and procedures for collective export decisions and for the

19 development of more detailed and formal enforcement

20 mechanisms to assure more uniform interpretation of and

21 compliance with such criteria, procedures, and decisions

22 by all countries participating in such multilateral export

23 controls.

85-654 O - 77 - 5
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1 EEVIEW OF UNILATERAL AND MULTILATERAL EXPORT

2 CONTROL LISTS

3 SEC. 111. The Secretary of Commerce, in cooperation

4 with appropriate United States Government departments

5 and agencies and the appropriate technical advisoiy com-

6 mittees established pursuant to the Export Administration

7 Act of 1969, shall undertake an investigation to determine

8 whether United States unilateral controls or multilateral con-

9 trols in which the United States participates should be re-

10 moved, modified, or added with respect to particular articles,

11 materials, and supplies, including technical data and other

12 information, in order to protect the national security of the

13 United States. Such investigation shall take into account

14 such factors as the availability of such articles, materials, and

15 supplies from other nations and the degree to which the

IG availability of the same from the United States or from any

17 country with which the United States participates in multi-

18 lateral'- controls would make a significant contribution to the

19 military potential of any country threatening or potentially

20 threatening the national security of the United States. The

21 results of such investigation shall be reported to the Congress

22 not later than twelve months after enactment of this Act.

23 SUNSHINE IN GOVERNMENT

24 SEC. 118. (a) Each officer or employee .of the Depart-

25 ment of Commerce who—
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1 (1) performs any function or duty under this Act

2 or the Export Administration Act of 1969; and

3 (2) has any known financial interest in any person

4 subject to such Acts, or in any person who obtains any

5 license, enters into any agreement, or otherwise receives

6 any benefit under such Acts;

7 shall, beginning on February 1, 1977, annually file with

8 the Secretary of Commerce a written statement concerning

9 all such interests held by such officer or employee during

10 the preceding calendar year. Such statement shall be avail-

11 able to the public.

12 (b) The Secretary of Commerce shall—

13 (1) within ninety days after the date of cnact-

14 mcnt of this Act—

!'"> (A) define the term "known financial inter-

16 est" for purposes of subsection (a) of this section;

17 and

18 (B) establish the methods by which the re-

19 quirement to file written statements specified in

20 subsection (a) of this section will be monitored

21 and enforced, including appropriate provisions for

22 the filing by such officers and employees of such

23 statements and the review by the Secretary of

24 such statements; and

25 (2) report to the Congress on June 1 of each calen-
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1 dar year with respect to such disclosures and the actions

2 taken in regard thereto during the preceding calendar

;> year.

4. (c) In the rules prescribed under subsection (b) of

5 this section, the Secretary may identify specific positions

6 within the Department of Commerce which are of a nonreg-

7 ulatory or nonpolicymaking nature and provide that officers

8 or employees occupying such positions shall be exempt from

9 the requirements of this section.

10 (d) Any officer or employee who is subject to, and

11 knowingly violates, this section or any regulation issued here-

12 under, shall be fined not more than $2,500 or imprisoned not

13 more than one year, or both.

14 TITLE II—FOREIGN BOYCOTTS

15 PKOH1BITION ON COMPLIANCE WITH FOREIGN BOYCOTTS

16 SEC. 201. (a) The Export Administration Act of 1969

17 is amended by redesignating section 4A as section 4B and

18 by inserting after section 4 the following new section:

19 "FOKEIGN BOYCOTTS

20 "SEC. 4A. (a) (1) For the purpose of implementing

21 the policies set forth in section 3 (5) (A) and (B), the

22 President shall issue rules and regulations prohibiting any

23 United States person from taking or agreeing to take any of

24 the following actions to comply with, further, or support any

25 boycott fostered or imposed by a foreign country against a
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1 country which is friendly to the United States and which is

2 not itself the object of any form of embargo by the United

3 States:

4 "(A) ; lief raining from doing business with or in 

J : .• the'boycotted country, with any business concern orga-

6 '•• nized under the laws of the boycotted country, or with

7 ' .'. any national or resident of the boycotted country, pur-

8 '. • suant to an . agreement with, a requirement of, or a

9 • ' v request'from or on behalf of the boycotting country. The

10 •., absence of a business relationship with or in the boy-

11 • • • cotted : country, with any business concern organized

12 ; under the laws' of the boycotted country, • or with any

13 national or resident of the boycotted country, does not 

I'l alone establish a violation of rules and regulations issued 

15- •, to carry out1 this subparagraph.

16 " (B) Refraining from doing business with any per- 

l^.L : •'•:' gon : (other than the. boycotted country, any business 

° concern organized under the laws of the boycotted coun- 

19'••••• try; or any national or resident of the boycotted coun- 

^ try). .Th6' absence Of a business relationship with a 

^A ''•"• piarsbn doe's hot'alone establish, a violation of rules and 

32:-n . i; re^ulatWris issued 1 to carry'out this subparagraph. 

23 ; ..;..- -n.^ Seframilig from employing or otherwise dis- 

24t : ' ' "(irimhiktlttg against' any ithited States person on the 

basis of race, religion, nationality, or national' origin.
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1 "(D) Furnishing information with respect to the

2 race, religion, nationality, or national origin of any other

3 United States person.

4 "(E) Furnishing information about whether any

5 person has, has had, or proposes to have any business

6 relationship (including a relationship by way of sale,

7 purchase, legal or commercial representation, shipping

S or other transport, insurance, investment, or supply)

9 with or in the boycotted country, with any business

10 concern organized under the laws .of the boycotted coun-

11 try, with any national or resident of the boycotted coun-

12 try, or with any other person which is known or believed

13 to be restricted from having any business relationship

14 with or in the boycotting country.

15 "(2) Eules and regulations issued pursuant to para-

16 graph (1) shall provide exceptions for—

17 "(A) compliance with requirements (i) prohibiting

18 the import of goods from the boycotted country or of

19 goods produced by any business concern organized under

20 the laws of the boycotted country or by nationals or

21 residents of the boycotted country, or (ii) prohibiting

22 the shipment of goods to the boycotting country on a

23 carrier of the boycotted country or by a route other than

24 that prescribed by the boycotting country or the recipi-

25 ent of the shipment;
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	compliance with import and shipping docu-

2 ment requirements with respect to a positive designation

3 of country of origin, the name of the carrier and route

4 of shipment, and the name of the supplier of the ship-

5 ment;

6 "(C) compliance with export requirements of the

7 boycotting country relating to transshipments of ex-

8 ported goods to the boycotted country, to any business

9 concern organized under the laws of the boycotted coun-

10 ' try, or to any national or resident of the boycotted

11 country; or

12 " (D) the refusal of a United States person to pay,

13 -honor, advise, confirm, process, or otherwise implement

14. a letter of credit in the event of the failure of the bene-

15 ficiary of the letter to comply with the conditions or

16 requirements of the letter, other than conditions or

17 requirements compliance with which is prohibited by

18 rules and regulations issued pursuant to paragraph (1)

19 which conditions or requirements shall be null and void.

20 "(3) Nothing in this subsection may be construed to

21 supersede or limit the operation of the antitrust laws of the

22 United States.

23 "(4) Eules and regulations pursuant to this subsection

24 and section 11 (2) shall be issued and become effective not.
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1 except that rules and regulations issued pursuant to this sub-

2 section shall apply to actions taken pursuant to contracts

3 or other agreements in effect on such date of enactment only

4 after1 the expiration of 90 days following the date such rules

5 and regulations become effective. :

6 " (b) (i) In addition to the rules and regulations issued

7 pursuant tp subsection (a) 6f this section, rules and regula-

g tions issued under section 4 (b) of this Act shall implement

g the policies set f6rth in se6tiori 3 (5) .

10 " (2) Such rules and regulations shall require that any

11 United States person receiving a request for the furnishing

12 of information, the entering into or implementing of agree-*

13 ments> or the taking of any other action referred to in sec-i

14 tion 3(5) shall r'eport that frict to the 'Secretary; of Com-'

15 merce, together' with such other information concerning such

16 request as the Secretary may require for such action as he

17 may deem appropriate for carrying out the policies of that

18 section. Such person shall also report to the Secretary of

19 Commerce whether he intends to comply and 'whether he

20 has complied with such request. Any report flle'd pursuant 1

21 to this paragraph after the date, of enactment of' tiiis- section

22 shall be made available promptly for public -iMpmlloiv and

23 e°Pymg» exdept that information' regarding the 'quantity,

24 description, and value of any articles, rriaterials', ; aiid sup->.

25 plies/ including technical data and other ihforniatton', to
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1 which such report relates may be kept confidential if the

2 Secretary determines that disclosure thereof would place

3 the United States person involved at a competitive disad-

4 vantage. The Secretary of Commerce shall periodically trans-

5 mit summaries of the infonnation contained in such reports to

6 the Secretary of State for such action as the Secretary of

7 State, in consultation with the Secretary of Commerce, may

8 deem appropriate for carrying out the policies set forth in

9 section 3(5) of this Act.".

10 (b) Section 4(b) (1) of such Act is amended by

11 striking out the next to the last sentence.

12 (c) Section 7 (c) of such Act is amended by striking

13 out "No" and inserting in lieu thereof "Except as other-

14 wise provided by the third sentence of section 4A(b) (2)

15 and by section 6(c) (2) (C) of this Act, no".

16 STATEMENT OF POLICY

17 SEC. 202. (a) Section 3(5) (A) of the Export Admin- 

13 istration Act of 1969 is amended by inserting immediately

19 after "United States" the following: "or against any United

20 States person".

21 (b) Section 3 (5) (B) of such Act is amended to read

22 as follows:

23 "(B) to encourage and, in specified cases, to re-

24 quire United States persons engaged in the export of

25 articles, materials, supplies, or information to refuse to
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1 take actions, including furnishing information or enter-

2 ing into or implementing agreements, which have the

3 effect of furthering or supporting the restrictive trade

4 practices or boycotts fostered or imposed by any foreign

5 country against a country friendly to the United States

6 or against any United States person,".

7 ENFORCEMENT

8 SBC. 203. (a) Section 6 (c) of the Export Administra-

9 tion Act of 1969 is amended—

10 (A) by redesignating such section as section G

11 (c) (1); and

12 (B) by adding at the end thereof the following new

13 paragraph:

14 "(2) (A) The authority of this Act to suspend or re-

1^ vote the authority of any United States person to export

1^ articles, materials, supplies, or technical data or other infor-

1^ mation, from the United States, its territories or possessions,

^ may be used with respect to any violation of the rules and

19 regulations issued pursuant to section 4A (a) of this Act.

20 " (B) Any sanction (including any civil penalty or any

21 suspension or revocation of authority to export) imposed

22 under this Act for a violation of the rules and regulations

23 issued pursuant to section 4A (a) of this Act may be imposed

2^ only after notice and opportunity for an agency hearing on
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1 the record in accordance with sections 554 through 557 of

2 title 5, United States Code.

3 " (C) Any charging letter or other document initiating

4 proceedings for the imposition of sanctions for violations of

5 the rales and regulations issued pursuant to section 4A (a)

6 of this Act shall be made available for public inspection and

7 copying.".

8 (b) Section 8 of such Act is amended by striking out

9 "The" and inserting in lieu thereof "Except as provided in

10 section 6 (c) (2), the".

11 DEFINITIONS

12 SEC. 204. Section 11 of the Export Administration Act

13 of 1969 is amended to read as follows:

14 "DEFINITIONS

15 "SEC. 11. As used in this Act- 

16 " (i) the term 'person' includes the singular and 

•^ the plural and any individual, partnership, corporation,

18 or other form of association, including any government

19 or agency thereof; and

20 "(2) the term 'United States person' includes any

21 United States resident or national, any domestic concern

22 (including any subsidiary or affiliate of any foreign

23 concern with respect to its activities in the United

24 States), and any foreign subsidiary or affiliate of any
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1 domestic concern which is controlled in fact by such

2 domestic concern, as determined under regulations of the

3 President.".

4 TITLE III—EXPORTS OF NUCLEAR MATERIAL

5 AND TECHNOLOGY

6 NUCLEAR EXPORTS

7 SEC. 301. The Export Administration Act of 1969 is

8 amended by adding at the end thereof the following new sec-

9 tion:

10 "NUCLEAR EXPORTS

11 "SEC. 16. (a) (1) The Congress finds that the export

12 by the United States of nuclear material, equipment, and

13 devices, if not properly regulated, could allow countries to

14 come unacceptably close to a nuclear weapon capability,

•15 thereby adversely affecting international stability, the foreign

16 policy objectives of the United States, and undermining the

17 principle of nuclear nonproliferation agreed to by the United

18 States as a signatory to the Treaty on the Non-Proliferation

19 of Nuclear Weapons.

20 "(2) The Congress finds that nuclear export activities

21 which enable countries to possess strategically significant

22 quantities of unirradiated, readily fissionable material are

23 inherently unsafe.

24 "(3) It is, therefore, the purpose of this section to

25 implement the policies stated in paragraphs (1) and (2)
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1 of section 3 of this Act by regulating the export of nuclear

2 material, equipment, and devices which could prove detri-

3 mental to United States national security and foreign policy

4 objectives.

5 "(b) (1) No agreement for cooperation providing for

6 the export of any nuclear material, equipment, or devices

7 for civil uses may be entered into with any foreign country,

8 group ol countries, or international organization, and no

9 amendment to or renewal of any such agreement may be

10 agreed to, unless—

11 "(A.) .the provisions of the agreement concerning

12 the reprocessing of special nuclear material supplied by
13 the United States will apply equally to all special nuclear

14 material produced through the use of any nuclear reactor

15 transferred under such agreement; and

1C "(B) the recipient country, group of countries, or

17 international organization, has agreed to permit the

18 International Atomic Energy Agency to report to the

19 United States, upon a request by the United States, on

20 the status of all inventories of plutonium, uranium 233,

21 and highly enriched uranium possessed by that country,

22 group of countries, or international organization and sub-

23 ject to International Atomic Energy Agency safeguards.

24 " (2) (A) The Secretary of State shall undertake con-

25 sultations with all parties to agreements for cooperation
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1 existing on the date of enactment of this section in order to

2 seek inclusion in such agreements of the provisions described

3 in paragraph (1) (A) and (1) (B) of this subsection.

4 " (B) The Secretary of State shall seek to acquire, from

5 any party to an agreement for cooperation who is not

6 a nuclear-weapons State (as defined in article IX (3) of

7 the Treaty on the Non-Proliferation of Nuclear Weapons),

8 periodic reports on the status of all inventories of plutonium,

9 U-233, and highly enriched uranium possessed by that party

10 which are not subject to International Atomic Energy

11 Agency safeguards.

12 "(3) (A) No license may be issued for the export of

13 any nuclear material, equipment, or devices pursuant to an

14 agreement for cooperation unless the recipient country, group

15 of countries, or international organization, has agreed that

16 the material, equipment, and devices subject to that agree-

17 ment will not be used for any nuclear explosive device,

18 regardless of how the device itself is intended to be used.

19 "(B) Subparagraph (A) of this paragraph shall take

20 effect at the end of the one-year period beginning on the

21 date of enactment of this section.

22 "(4) In any case in which a party to any agreement

23 for cooperation seeks to reprocess special nuclear material

24 produced through the use of any nuclear material, equipment,

25 or devices supplied by the United States, the Secretary of
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1 State may only determine that safeguards can be applied

2 effectively to such reprocessing if he finds that the reliable

3 detection of any diversion and the timely warning to the

4 United States of such diversion will occur well in advance

5 of the time at which that party could transform strategic

C quantities of diverted nuclear material into explosive nuclear

7 devices.".

8 INTERlSfATrONAL AGREEMENT ON NUCLEAR EXPORTS

9 SEC. 302. (a) It is the sense of the Congress that the

10 President should actively seek, and by the earliest possible

11 date secure, an agreement or other arrangement under

12 which—

13 (A) nuclear exporting nations will not transfer to

14 any other nation any equipment, material, or technology

15 designed or prepared for, or which would materially

16 assist the establishment of, national uranium enrichment,

17 nuclear fuels reprocessing, or heavy water production

18 facilities until and while alternatives to such national

19 facilities are explored and pursued;

20 (B) nuclear exporting nations will not transfer any

21 nuclear equipment, material, or technology to any other

22 nation that has not agreed to implement safeguards

23 promulgated by the International Atomic Energy

24 Agency;

25 (0) minimum physical security standards are estab-
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1 lished to prevent the unauthorized diversion of nuclear

2 equipment, materials, and technology;

3 (D) arrangements are established for effective and

4 prompt responses in the event of violations of any inter 

ns national agreement to control the use of nuclear ma-

6 terials and technology;

7 (E) nuclear exporting nations, in cooperation with

S nuclear importing nations, pursue the concept of multi-

9 national facilities for the purpose of meeting the world's

10 nuclear fuel needs while reducing the risks associated

11 with the spread of national facilities for fuel reprocessing,

12 fabrication, and enrichment; and

13 (F) nuclear exporting nations establish arrange-

14 ments for appropriate response, including the suspen-

15 sion of transfers of nuclear equipment, material, or tech-

16 nology, to any nonnuclear weapons country, which has

17 detonated a nuclear explosive device or which has clear-

18 ly demonstrated the intention to embark upon a nuclear

19 weapons program.

20 Within one year after the date of enactment of this Act,

21 the President shall report to the Congress on the progress

22 made toward the achievement of international agreement

23 or other arrangements on the matters specified in this

24 section.

25 ( D ) ]7or purposes of this section, the term "nuclear

26 exporting nations" means the United States, the United
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^ Kingdom, France, the Federal Republic of Germany, Can-

2 ada, Japan, the Union of Soviet Socialist Eepublics, and

g such other countries as the President may determine.

4 EXPORTS OF NUCLEAR TECHNOLOGY

5 SEC. 303. Section 4(j) of the Export Administration

G Act of 1969, as added by section 107 of this Act, is amended

7 by adding at the end thereof the following new paragraph:

g "(3) The President shall conduct an in-depth study

9 of whether, or the extent to which, the education and train-

10 ing of foreign nationals within the United States in nuclear

H engineering and related fields contributes to the prolifera-

12 t-ion of explosive nuclear devices or the development of a

13 capability of producing explosive nuclear devices. Not later

14 than the end of the 6-month period beginning on the date of

15 enactment of this paragraph, the President shall submit

16 to the Congress a detailed report containing the findings and

17 conclusions of such study. Such report shall analyze the

18 direct and indirect contribution of such education and train-

19 ing to nuclear proliferation.".

20 NUCLEAR POWERPLANTS

21 SEC. 304. None of the funds authorized by the Foreign

22 Assistance Act of 1961 may be used to finance the construc-

23 tion of, the operation or maintenance of, or the supply of fuel

24 for, any nuclear powerplant under an agreement for coopera-

25 tion between the United States and any other country.

85-654 O - 71 - f
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Senator STEVEISTSON. In the interest of saving time, we will organize 
the witnesses in panels in this hearing at least where it's possible to 
do so.

Our first witnesses will comprise a panel. They are W. E. Needham 
of the American Consulting Engineers Council; George A. Helland, 
president, Petroleum Equipment Suppliers Association; Charles W. 
Stewart, president of the Machinery and Allied Products Institute; 
and John S. Withers, of the Associated General Contractors of 
America.

Gentlemen, I will be asking all the witnesses to please, if you can, to 
summarize your statements. The full statements will be entered into 
the record. If you keep the summaries down to about 5 minutes, it 
would be a great help to us.

I would appreciate it if you could do that.
Our first witness is Mr. Needham.

STATEMENTS OF W. K. NEEDHAM, BLACK & VEATCH INTERNA 
TIONAL, INC., KANSAS CITY, MO.; GEORGE A. HELLAND, PETRO 
LEUM SUPPLIERS ASSOCIATION; CHARLES W. STEWART, 
PRESIDENT, MACHINERY AND ALLIED PRODUCTS INSTITUTE, 
ACCOMPANIED BY PAUL PRATT; AND JOHN S. WITHERS, ASSO 
CIATED GENERAL CONTRACTORS OF AMERICA

Mr. NEEDHAM. Good morning, Mr. Chairman. My name is Wil 
liam K. Needham, vice president of Black & Veatch International. 
Black & Veatch is a firm of international consultants engaged in engi 
neering, architecture, management, and planning.

Rather than take the committee's time to discuss details of the work 
of individual firms in the Middle East, I would ask that those written 
materials provided to the committee be included in the record of the 
proceeding.

[The complete statement and an additional letter follow:]
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A Statement by

William R. Needham 
Vice President, Black & Veatch International, Inc.

Mr. Chairman, my name is William R. Needham. I am Vice 

President of Black & Veatch International of Kansas City, 

Missouri, a large firm of international consultants engaged 

in engineering, architecture, management and planning. Rather 

than take the Committee's time discussing details of the work 

of individual firms in the Middle East, I would ask that those 

written materials provided to the Committee be included in the 

record of these proceedings.

Black & Veatch International, along with other members of 

the International Engineering Committee of the American Consult 

ing Engineers Council, shares Congressional and public concern 

over the impact of foreign boycotts on U.S. citizens and firms. 

My purpose here this morning is to convey to you my personal con 

cern over the impact of the proposed anti-boycott legislation on 

the ability of the American businessman to continue to work in 

the Arab states while at the same time adhering to America's 

traditional concern for individual human rights.

The engineering profession views the protection of all 

American citizens against discrimination on the basis of race, 

religion, color, sex or national origin as of paramount importance. 

However, we also recognize that the Arab boycott against the State 

of Israel is based on accepted international practices and as such 

is not different from policies pursued from time to time by the 

United States of America.
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Of greater concern to the engineering profession is the 

overall need for a political settlement in the Middle East. 

It is only through a negotiated political settlement that the 

interests of the United States, the State of Israel and the 

individual Arab States will be protected.

The anti-boycott proposal now before this Committee 

addresses but a small part of the overall problem that has 

confronted peace makers since Palestine was established following 

the end of World War I. To interject new confrontational 

legislation at this time would only exacerbate the already 

dificult task now confronting President Carter and his new 

Administration." The anti-boycott provisions will be perceived 

by the Arab leaders-.as another indication of the imbalance of 

American foreign policy in the Middle East.

Senator Ribicoff stated that the United States is the only 

country that can supply the Arab nations with what they need, 

implying that legislative action by the United States Congress 

can force the Arab states to change their policy toward Israel. 

As a professional engineer, I assure you that this is not a 

correct assumption. The services and materials which are being 

provided through American engineering and manufacturing firms 

can also be acquired from Western Europe, Japan and the Communist 

Bloc nations. The fact that some of the Middle Eastern nations 

prefer American technology and products does not mean that they 

would continue to do so if the Congress enacts legislation which 

the Arabs view as interference with their own sovereignty.
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INTERNATIONAL 
CONSTRUCTION WEEK

February !4, 1977

SPECIAL REPORT

American firms gird for tougher competition abroad due fo their government's regulations

American firms will be working harder to 
land new construction business abroad in 
1977. Success will come much harder. 
Not because they haven't competitive knowhow, 
or can't deliver on schedule. The American 
government has put severe restraints on 
their competitive capability in the inter 
national market, raising their operating 
costs through tougher taxation, and by 
regulations aimed at defeating the Arabs' ' 
economic boycott of Israel. It risks 
shutting off much of the biggest single 
export market for America's construction 
industry. And tougher anti-Arab Boycott 
rules are now before the Congress, which 
opens three days of hearings in Washington, 
DC, next week. -. -
Even without any further tightening of oppor 
tunities abroad, many American engineers and 
construction men will be leaving jobs abroad 
because their companies, to remain cost 
competitive, must replace them with local 
personnel. And many American firms plan 
to set up new offices abroad, in effect 
reducing "jobs in the USA. Thus, the struc 
ture of the American overseas construction 
industry will be undergoing major changes. 
These changes will be amplified if the 
anti-Arab Boycott regulations are made more 
stringent by Washington or by the individual 
states.
In a survey of the international business 
expectations of the American construction 
industry, Engineering News-Record will re 
port this week that companies remain con 
vinced they must stay active abroad, where 
the Arab oil countries are keys to offsetting 
slack construction business at home, and trade 
partners the USA needs to avoid big interna 
tional trade deficits. Nine out of ten of 
167 leading engineer-constructor, contrac 
tor , A/E, consulting engineer, equipment 
and building materials manufacturers tell 
ENR's survey they will seek new business 
abroad in 1977, despite the handicaps of 
lost tax benefits and the Arab Boycott 
regulations. Three out of four will seek 
it in Arab countries. The proportion 
looking for Arab gold is highest among con 
tractors (87%), dipping to 79Z of the A/E's

and down to 64X of consulting engineers. 
More of their work will be handled abroad.
Three out of 10 firms 
up new enterprises abr 
handle overseas projec 
.result of unfavorable 
the Arab Boycott. Nea

eport plans to set 
ad this year to 
s. This is the 
ax law changes, plus 
ly half of the 26

large engineer-construetor companies plan 
to add at least one new enterprise abroad 
this year—four out of five already had 
at least one enterprise operating abroad 
last year. The engineer-constructors favor 
establishing a permanent joint venture 
with a local contractor as partner. Only 
two plan to set up wholly-owned subsidiaries. 
Six of the 23 large general contractors 
also plan to set up a new enterprise abroad. 
They favor wholly-owned subsidiaries. So 
do manufacturers, with four of 11 planning 
new subsidiaries (two would also set up 
a permanent joint venture with a local firm). 
Design firms, 25% ot which plan to set up 
hew enterprises abroad this year, favor a 
joint venture with a local firm; A/E and 
consulting engineer firms look mainly to 
the Mideast, where 17 plan to set up joint 
ventures this year, and Latin 'America, ob 
jective of 8 firms. Most of the contractors 
had at least one office abroad and most of 
those offices are expected to expand their 
activity in 1977.
Engineer-construetors and contractors are 
less buoyant than design firms over their 
outlook for business abroad. One-third 
see revenues dropping; only 25Z see a rise. 
Among design firms, 38% see revenues on 
the rise and only 17% look for a drop, others 
predicting no change from 1976. None of 
the 11 manufacturers sees a drop in revenues, 
but only a few see any gain.- ' 
Americans have no monopoly abroad these days. 
They are deeply concerned about competing 
effectively against the ever-increasing 
number of foreign firms. Much of their 
concern grows out of the loss of tax benefits 
written into the Tax Reform Act of 1976. 
Probably its hardest blow was to sharply 
increase income taxes on expatriates serving 
abroad at least 18 months, and to make the 
increase retroactive to January 1, 1976.
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To keep expatriates abroad, many contracting tors and about, one-quarter of the gener.-i!
and design firms will have to make up for contractors report they lost out in the
the extra taxes, including the retroactive competition for new work in Arab countri:
bite for all 1976 (very costly since it during the past year due to the problems
can amount to several thousand dollars per arising from the Arab Boycott of Israel,
expatriate employee). Seven out of ten of When one job is lost in the Mideast, it
the engineer-constructors and four out of usually means the loss of tens of million:
ten general contractors expect to help their if not hundreds of millions of contract
American expatriates pay the heavy extra tax dollars. Moreover, such work in the Hide;
for 1976 due now. About one-third of the isn't lost to other Americans, it's usual!
design firms in the survey will also help lost to contractors from Japan, Korea, W.
their expatriates, as will 5 of the 11 manu- Germany, Yugoslavia, or some other country
facturers. About 102 will pay all the extra than the USA. In the past year, 222 of th
tax due from expatriate employees, and 202 107 design firms reporting say they lost c
of the engineer-constructors will pay the in obtaining prospective contracts due to
whole bill. . the boycott problem. As in the case of
Operating costs of American firms will rise construction contracts, design commissions
not only because they have to pay expatriates are large in the Arab states, since most
more to stay abroad, but they'll lose produc- o f the projects are large-scale, basic in-
tivity by having to hire more foreign na- frastructure, such as ports, other transpc.
tionals to replace American expatriates, tation, powerplants, hospitals and univer-
and will pay more income tax at home. This sities.
will drain competitive strength from Amer- The Arab Boycott raises a big problem for
ican contracting and design firms at a time manufacturers — and others when they want
wben their foreign counterparts in indust'ri- to obtain financing. That's because Amen-
alized countries receive more aid then ever , can banks won't accept a bank letter of
from governments anxious to expand export credit which mentions the Arab Boycott,
earnings. The iicoact of higher costs will This can be a tough problem facing small
be great enough t eliminate American firms manufacturers wanting to enter the export
as competitors fn soroe types of work in- market, "it's becoming extremely difficult
some countries. 'i>.it's the opinion of 17 ' to export construction equipment," says the
major engineer-conc."ructors and general international sales manager for a large
contractors, as well as 31 leading design manufacturer of road paving machinery, "If
firms. One out of four contractors surveyed it gets any worse, they'll shut us out com-
-is concerned that existing U.S. legislation pletely. In the Mideast, you don't see
will either prevent or at least make it American construction equipment predomina-
difficult for his company to continue to ting. Instead, it's European or Japanese
develop the Mideast market. Contractors . equipment that's common." With an export
are much more worried over prospective market of over $300 million annually to tb<:
amendments to the Export Administration Act 14 Arab states (102 of American constructio
covering the Arab Boycott. Half of them equipment exports) the construction machine
believe that these additional restrictions industry is highly vulnerable to the anti-
would certainly prohibit sales growth, Arab boycott problem.
perhaps force them out of the Arab market. Americans abroad will likely be replaced in
Design firms have similar fears, though large numbers this year, as contractors ami
their concern is less widespread. About 302 design firms turn to local people to hold
of the A/E and consulting engineer firms are labor costs down. Over one-half of the
fearful of the results of the proposed new engineer-constructors and general contrac-
amendments. Their exposure to potential loss tors will cut back on American expatri-
of business due to the anti-Arab Boycott ates — cutbacks that will run from 202
regulations has been less than that of con- to 752. About 20% of the A/E firms and
tractors, but still nothing to shake off 421 of the consulting engineers will cut
lightly. back on American expatriates, the slashes
Contractors are more conservative than are running from 102 to 1002. On the other
design firms in appraising the outlook for hand there will be large increases in hiring
new business abroad in 1977, probably because of foreign personnel. A few engineers
Arab Boycott regulations have affected con- and contractors say they will cut back
tractors more frequently than designers. staffs in the USA, as a result of the Tax
Nearly one-third of the engineer-construe- Reform Act's impact on their business.



LOUIS UKKGEU INTERNATIONAL. INC. L_m*1 A.ch.lccls • Engineers • Econormsls . Planners
100 WALSTEO STOECT, EAST OBANCE. N. J. OT019

TELEPHONE <20i» 6T».t960

N°. 3029/February 2, 1977

Senator Harrison A. Williams, Jr. 
United States Senate 
Russell Building, Room 352 
Washington, D. C. 20510

Dear Senator Williams:

Boycott Regulations

I wish to thank you on behalf of Dr. Louis Berger, our President, 
for your letter of January 27, 1977, responding to his letter of 
January 15, 1977, on the subject of the effect of the Tax Reform 
Act of 1976 on American firms working overseas. I would now address 
you on another subject of great concern to American consultants 
working in the international field, that of the impending new legis 
lation relating to foreign Boycotts, namely the bill to amend the 
Export Administration Act, Title II—Foreign Boycotts.

United State:; Con:;u.Ltini', Hnp;'Jneern h.'ivn carved out a small niche 
in the overseas market with great difficulty, competing; with foreign 
consultants who are frequently subsidized by their i^ovoiTimi.Tits. 
The United States consultants have carried the American flag into 
the developing countries, generating goodwill arid bringing trade 
back to the United States in the specifying of American technology 
and equipment. This is particularly true of the Arab world where 
development has been accelerating at a phenomenal rate during the 
past few years.

Our firm, which is based in New Jersey, is presently working in six 
Arab countries. During the past two years, it has specified the 
use of $10 million worth of U.S. equipment in one country alone, 
and Is likely to specify the u:;e of' :;ome $50 million worth of 
equipment on all its present contracts. These contracts also involve 
the employment of more than ^0 Americans—highly skilled engineers, 
economists, planners, etc.—overseas with a supporting staff of some 
30 persons in New Jersey.

We feel that the Arab Boycott of Israel can only be withdrawn through 
negotiations at diplomatic levels and not by the proposed new legis 
lation. It should be clear* that to prohibit U.S. firm:; from agreeing 
to participate or cooperate witli the Arab Boycott, where this Is a 
condition of n contract, w.1 1.1 not rc.T.ulfc In the Arab:; belnr. cocrued 
Into accept. I tic, U.;'>. ri.rnn; IIMII-COIIIP I l;m<:'' with boycott i'i l «iuc:;t."., 
rather it will result in work whJch would h.'ivr been :iw.'ii'<l"il to II.:;. 
firms being awarded to European firms with equal qualification:; who
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LOUIS BEKGER INTERNATIONAL, INC.

Senator Harrison A. Williams, Jr. 
Page Two 
February 2, 1977

are not legally prohibited from such compliance. The effect of 
enacting the present statute may c° beyond that to unforseen 
impacts. At the present time, U.S. firms operating in the Arab 
world frequently are not compelled to agree to comply with or 
participate in boycotts as part of their contract agreements. In 
fact, our firm has just signed a contract in an Arab country 
which does not require us to participate in or cooperate with the 
Arab boycott of Israel. Should the new statute be enacted, it 
is possible that the reaction in the Arab world will be strong and 
may have a backlash effect resulting in all consultants working 
in the Arab world being made to sign such clauses or be rejected. 
Thus, where we are now frequently able to avoid agreeing to any 
anti-boycott clause through negotiations, that alternative may 
be foreclosed in the future. In addition, the positive political 
and diplomatic relations that are developing and have developed 
due to the influence of U.S. firms and political influence in the 
Middle East appear to have permitted U.S. negotiators to play a 
positive -role in the projected settlement of the Middle East 
problem. To enact this legislation may have a negative impact 
on any proposed settlement and the U.S. role therein.

Present statutes already provjdo puna Lt.le.'i to firm:; r.uch aa ours 
in terms of tax disadvantages with regard to DISC tioncrii.s and 
foreign tax credits as reflected in the Tax Reform Act, of 197G. 
In addition, they provide for public disclosure of requests to 
participate or cooperate with boycott activities and the firms 
projected action in response thereto, providing a deterrent by 
means of public pressure not to comply with such requests. Yet 
even with the penalties of the present statutes, it should be 
clear that the firms doing business with the Arab countries 
should not be penalized to a .greater extent than they are now 
since the boycott issue is a political one.

Punitive action a|-aln:;t U.S. firm:; doiti.", buslnonn In th.i:;.area 
by attempting to coerce the Arab countries to stop the boycott, 
would only have the effect of denying U.S. firms business oppor 
tunities, exports, etc. in the Arab world, which would be taken 
by other foreign firms and would have the negative effect of 
reducing U.S. employment (Jobs overseas and administrative support 
in the U.S. including New Jersey) reducing the export of U.S. 
goods and services overseas, and reduce the taxes pn.yalile by such 
firms to the status in the U.S. in which they arc incorporated 
and pay taxes.
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We trust that you and your fellow members of the Subcommittee 
on International Finance will bear the foregoing points in mind 
during the hearings on S.69 and S.92.

Very sincerely yours,

LOUIS BERBER Ili'TERHATIONAL, IHC.

Stanley E. Jewkes 
SEJ:mdv . Senior .Vice 'President
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MIDDLE EAST BUSINESS INVOLVEMENT

BLACK & VEATCH 
CONSULTING ENGINEERS

Black & Veatch, Consulting Engineers of Kansas City, Missouri, is a partnership 

that has been registered in Missouri for more than sixty (60) years. Based on its 

annual volume of business in recent years it has been ranked consistently by the 

Engineering News Record as one of the top ten engineering firms in the United 

States. As of February 1, 1977, the firm employed over 2,500 persons, more than 

2,300 of whom live and work in the Greater Kansas City Area, either in Missouri or 

Kansas.

In 1961 Black & Veatch (B&V) formed Black & Veatch International (BVI), a 

wholly-owned subsidiary corporation, to develop and manage work performed for 

clients outside the United States. Since that time BVI has furnished engineering 

services to the public and private sector in 26 countries. Business handled by BVI 

has grown to the point that today its fees represent approximately 25 percent of 

the total Black & Veatch volume. Of this, the largest segment comes from work 

being conducted for clients in Saudi Arabia, Egypt, Jordan and Iran.

By far the biggest client of BVI has been the Government of Saudi Arabia. 

Under a contract with the ARAMCO Services Company of Houston, Texas, BVI has 

been involved since late 1974 in preparing studies and designing facilities for a large 

electric power system in the Eastern Provinces of Saudi Arabia. Among the 

.assignments given to BVI to date have been the preparation of the complete design 

of:

Nine (9) electric generation units (72MW each) for two (2) power plants;
Twelve (12) new 230 kV and two (2) 115 kV substations;
Additions to three (3) 115 kV and three (3) 69 kV substations;
325 miles of 230 kV transmission lines;
15 miles of 115 kV transmission lines and
8 miles of 69 kV transmission lines.
(See photo of initial stages of construction)

To meet the study and design requirements BVI formed a new group, the 

ARAMCO Services Division. Today, over 225 persons are employed full-time in the
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firm's Kansas City offices on this work. (See photos showing some of the personnel 

and portions of the over 35,000 square feet of office space currently devoted to 

this work.) The total billings from this contract through December 31, 1976, were 

$12,535,000.

The Special Projects Division of Black & Veatch which handles all work the 

firm does for U.S. Government Agencies, has a contract with the Middle East 

Division of the U.S. Army Corps of Engineers for design and construction program 

technical reviews for numerous facilities for the Royal Saudi Department of Defense. 

To date this has netted approximately $2,011,000 in fees for some 714 man/months 

of labor by the Kansas City staff. (See Project List.)

Black & Veatch International is currently engaged in two major studies for the 

Government of Iran. The first is an environmental impact study requiring 175 

man/months of effort with a fee of approximately one million dollars. The second is 

a preliminary study which will be prepared for $75,000. Subsequent, more valuable, 

work is expected to stem from the initial study.

Another newly signed contract calls for 98 man/months and approximately 

$800,000 in fees to prepare a master plan on grains, tallows, oils and fats for the 

Government of Egypt.

In summary, some 640 of the over 2,500 persons employed by Black & Veatch 

in Kansas City during 1976 were supported by fees for work being done on projects 

related to Middle East countries. This represented a payroll of $5,705,000. Taxes on 

these salaries were as follows:

Federal Income Tax $1,426,000
Missouri & Kansas Income Tax 250,000
School Taxes 125,000
Sales Taxes 75,000

Total $1,876,000
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View of 230 kV transmission cower designed by Black & Veatch 
engineers in Kansas City and erected in the vicinity of 
Uthmaniyah, Eastern Provinces, Saudi Arabia.
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A young engineer whose future rests on not only wha
t he is 

doing today hut also on whether there will be work 
for him 

in the months to come.
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The magnitude of the Aramco Services Division task is so 
great even a layout of the system being designed is too 
large for the ordinary drafting board.
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Interconnection diagrams - parts of hundreds prepared for 
the design of the 325 miles of 230 kV transmission lines.
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''

A Project Manager of the Aramco Services Division, Black & Veatch 
International. His association with Saudi Arabia goes back to 
1959 when he worked there for another company.

85-654 O - 77 - 7
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EXPERIENCE IN SAUDI ARABIA

Black & Veatch International was engaged by Aramco Services Company in November, 1974 
to provide engineering services for a series of power generation, transmission and distribution 
projects described at the end of this section.

Black & Veatch Special Projects Division, working through the Middle East Division of the 
U.S. Corps of Engineers is currently conducting design and construction program technical 
reviews of work in progress in Saudi Arabia. The following is a partial listing of work 
underway:

Saudi Naval Expansion Program Federal Specifications - AE Instructions for Raw Data 
Input Form

Tabuk Armor School Air Conditioning - Final Review 

Mobilization Camp, Jubail, COP 7 - Estimate Review 

VIP Lounge, Jubail, COP 6 - Estimating Assistance 

Mobilization Camp Expansion, Jeddah — Estimating Assistance

King Abdulaziz Military Academy Family Housing, Site Development and Mobilization 
Camp Housing — Concept Review

King Abdulazia Military Academy Training Range Center at Riyadh — Concept Review

King Abdulaziz Military Academy Support/Service Zone at Riyadh — Concept Review

Ministerial Residence at Tabuk Prefinal Review

Tabuk Power, Review

Firing Ranges Phase II, Khashm-AI-an, Estimating Assistance

Area Commanders Headquarters, Tabuk & Khamis Mushayt, Estimating Assistance and 
HVAC Review

Field Artillery Center-School, Khamis Mushayt Master Plan

King Khalid Military City Construction Schedule

Library and Museum, Riyadh, Standardization List

Armor School Heating & Air Conditioning at Tabuk — Prefinal Review

Four Bedroom Executive Villa at Tabuk — Final Review

MODA Medical Center at Al Kharj - Concept Review
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Taif General Hospital at Taif — Concept Review

Airborne & Physical Training School at Tabuk — Prefinal Review

Tabuk Airborne Training School — Review

Engineering Assistance — Riyadh Officer's Club

Engineering Assistance — Tabuk Power Plant Expansion

Computerized Saudi Oriented Guide Specifications

Computerized Saudi Estimating Program

Saudi Naval Bases at Jubial, Jeddah & Riyadh Headquarters - Review

Tabuk V.I.P. Housing and Gate House - Review

Value Engineering Study for Saudi Naval Base at Jubail.

In conjunction with all projects underway in Saudi Arabia Black & Veatch personnel regularly 

participate in country with the client, contractor, supplier and other members of the 
construction team.
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HOUSING COMPLEXES

Black & Veatch has been engaged in the development and design of housing facilities since 
1950, principally military and dependent housing for the U.S. Department of Defense. Most 
recently Black & Veatch has been engaged by the Middle East Division of the U.S. Corps of 
Engineering to perform design and construction program technical reviews for Family housing 
as well as other facilities in Saudi Arabia. A listing of housing complexes and related facilities 
recently undertaken follows:

Facility Location

Mobilization Camp
VI P Lounge
Mobilization Camp
King Abdulaziz Military 

Academy Family Housing
Executive Villa
Medical Center
General Hospital
VI P Housing Complex
King Abdulaziz Military 

Academy Community
Support Facility

Standard Workers
Community

Ministerial Residence

Jubail
Jubail
Jeddah
Riyadh

Tabuk
Al Khary
Taif
Tabuk
Riyadh

Various Location

Tabuk

Activity

Estimate Review 
Estimating 
Estimating 
Concept Review

Final Review 
Concept Review . 
Concept Review 
Technical Review 
Concept Review

Preliminary Review 

Prefinal Review
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POWER GENERATION, TRANSMISSION AND DISTRIBUTION

SAUDI ARABIA 
Black & Veatch International

SAUDI ARABIA

In November 1974, Black & Veatch International was 
requested by Aramco Services Company to undertake 
a series of studies in connection with the expansion 
of the electric power grid for the Eastern Province of 
Saudi Arabia.

By the end of May 1975, BVI had completed four 
projects for ASC, including an economic analysis 
of distribution voltages for use in Saudi Arabia; a 
report on siting and arrangement of three combustion 
turbine generating units; and two reports on the de 
sign of ten electric transmission substations and 
approximately 280 miles of 230 kV transmission lines. 
Subsequently, the firm began the detailed design of 
the facilities covered in these reports and the prepa- 

^ ration of the materials requisitions for the equipment 
required.

In August 1975, Black & Veatch International signed 
a contract with ASC to take complete responsi 
bility for developing all of the generating require 
ments in the Eastern Province through 1980. In addi 
tion to the original three units under design, the 
program included about 33 simple cycle combustion 
turbines with provisions for converting these units to 
combines cycle units by adding steam turbines. Pro 
viding approximately 2,500 MW of electric power, 
these units wi II be installed at seven different sites.

The firm's responsibilities in these projects ultimate 
ly will include preparation of reports on siting and 
arrangement of plants, requisition and purchasing of 
all equipment, complete design of the facilities, and 
management of construction and start-up.

ASC set up an office in Black & Veatch's Kansas 
City office to remain throughout the engineering phase 
of the projects. ASC engineers review Black & Veatch 
reports, supervise the purchasing, and coordinate the 
firm's activities with the ASC home office. A separate

above illu Saudi Arabia'* genenThe ma

construction. The new power grid to be designed by 

B&V will bo in the eastern section bordering the 

Arabian Gulf. (Reproduced from the April 24, 1975 

issue of ENR)

office was also established in Kansas City for the 
B&V personnel assigned to ASC projects. In Saudi 
Arabia, a new company, Black & Veatch Arabia 
(B&VA), is being formed to manage the in-country 
work.

The double-circuit 230. kV transmission lines will 
cover a distance of 370 miles along the Arabian 
Gulf. In addition to more conventional types of terrain, 
the transmission lines will pass through desert sand 
dune areas, rock outcroppings, and coastal salt flats.

I6SA.276
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GRAIN STORAGE
THE NATIONAL PLANNING COUNCIL 

HASHEMITE KINGDOM OF JORDAN
Black & Veatch International

In August, 1975, the National Planning Council of the 
Hashemite Kingdom of Jordan engaged Black & 
Veatch International to conduct a technical and eco 
nomic feasibility study of a proposed grain handling 
and storage facility at the Port of Aqaba.

The scope of work included investigation of facilities 
and methods presently used to unload and store grain 
at Aqaba and transport it to inland storage or milling 
facilities, annual projections of grain inputs for next 
ten years, and determination of additional storage 
facilities required to handle future imports at Aqaba 
and/or inland distribution centers. The project also 
included a study to determine the most appropriate 
location for storage facilities in the port area and 
recommend equipment required to unload grain from 
ships, convey to storage and outload to inland car 
riers, including bagging and weighing equipment. 
Preliminary layout plans and design drawings for all 
recommended facilities were prepared, specifications 
for required equipment were outlined, and preliminary 
cost estimates were made. A financial study demon 
strated the economic feasibility of the proposed 
faciIities. Environmental impact of the proposed 
project on the surrounding area was investigated and 
included in the report.
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& KELLV SUITE 603. RING BUILDING
1200 18THSTREETNW.

CONSULTING ENGINEERS WASHINGTON, o.c. 20036 U.S.A.
MM^««««——— A Cfxporannn ^^^^—^__^«

TELEPHONE (202) 223-1528

Tele* 64515 INTFRDIM
Ciihlc INTFHDIM WASHINGTON DC:

' February 16,1977

The Honorable Alan Cranston 
United States Senate 
<*52 Russell Senate Office Building 
Washington, D.C. -20510

Dear Senator Cranston:

We want to take this opportunity to express our strong concerns over pending legislation relat 
ing to the Arab Boycott, which may effectively bar us and many other companies throughout 
California, from doing business in the Middle East.

In 3une, 1976, we had the opportunity to testify before the House International Relations 
Committee, on behalf of the International Engineering Committee of the American Consult 
ing Engineers Council, in opposition to the incorporation of more restrictive antiboycott pro 
visions in the extension of the Export Administration Act.

At that time, we pointed out that there were compelling economic, foreign policy, and national 
security interests to be weighed; that there was a great deal of misinformation circulating 
about the boycott; that its negative impacts on American business enterprises and citizens . 
had been grossly exaggerated; and that in light of this background, additional legislation on 
this matter was unnecessary, ill-advised, untimely and quite possibly, counterproductive.

In many respects, our message to you today remains unchanged. At a time when our domestic 
economy remains shaky and unstable and, in fact, the promise of continued progress toward 
recovery has been temporarily set back by the economic dislocations of the current weather/ 
energy "crunch", we submit that the job-producing potential of American business involvement 
in the Middle East is critically important to the U.S. domestic economy.

We are well aware of the arguments made in some circles that in pursuing overseas business 
opportunities, American business enterprise is taking jobs away from Americans to the detri 
ment of our domestic economy. On the contrary, our firms are pursuing work in the Middle 
East and elsewhere in the developing world precisely because the climate for development- 
oriented activities in the United States has become so unfavorable.

Without singling out any one group, we would attribute this unfavorable environment to a 
combination of factors, including environmental constraints, higher labor and materials costs, 
energy shortages and the like. In other words, it is not a matter of choice between pursuing 
opportunities in the United States and internationally. We depend on development-oriented 
activities and we must pursue them where we can find them. To fail to do so would not only 
prevent our businesses from growing to provide new jobs, but it would mean significant cutbacks 
in our existing workforces.

CONSULTING ENGINEERS 
INDUSTRIAL o MECHANICAL » ELECTRICAL o STRUCTURAL o PLANNING o REPORTS o DRAINAGE o ROADS * SURVEYS
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The job-producing potential of the engineering professional must be viewed, however; 
in an even broader context. General background on the important role the engineering profes 
sional plays in the process of job-creation through overseas involvement was provided in our 
June testimony to the House International Relations Committee and we have enclosed a copy 
of that testimony for your review. We can summarize briefly, however, by saying that the 
American consulting engineer overseas (1) creates domestic employment opportunities for 
engineers and related professionals, in that the greatest portion of actual design work is brought 
back to the United States for completion; (2) creates jobs in the American construction industry 
since our construction contractors are most familiar with the design practices of American 
engineers and are in a favorable competitive position when bidding on American-designed 
projects; and (3) creates jobs in the domestic capital-goods manufacturing sector, since 
American engineers are most familiar with the specifications and performance capabilities 
of American products and tend to design around these products.

As you will note from the second attachment to our statement, we have also provided some 
specific data on the numbers of actual jobs, the job potentials, and the dollar volumes of 
work in which American consulting engineers are now involved in the Middle East. This data, 
gathered in a recent survey of selected firms now working in the Middle East, is, however, 
by no means complete, and we are now requesting other firms not originally surveyed to 
develop such data and make the information available to Members of Congress. It is fair 
to say that we would expect these figures to be increased substantially when our data- 
gathering efforts are complete, yet even as they stand, they are significant in light of 
current economic conditions.

In a related view, we continue to believe, as we stated last June, that our growing trade rela 
tionship with the Middle Eastern community is continuing to provide added leverage to ongoing 
political and diplomatic efforts to bring about a peaceful and lasting settlement in the Middle 
East.

While our message remains essentially unchanged, however, a number of events which bear 
directly or indirectly on this matter have occurred since last year and, as a result, we believe 
the arguments against passage of additional legislation are even more compelling at this time.

As you are well aware, the Tax Reform Act of 1976 contains provisions restricting the use 
of certain tax benefits, where compliance or participation in boycott activities is determined. 
In practice, these provisions force those American companies who make a decision to comply 
or participate in boycott activities to treat such compliance or participation as an added 
cost of doing business. While we strongly disagreed with this legislation on the basis that 
any additional legislation or regulations gives the boycott's existence and application a "larger- 
than-life" status as a public policy issue than is warranted, there is a virtue in this approach 
in that the freedom to make decisions, i.e. to pursue business and/or to comply or participate 
in boycott activities, lies with the individual business enterprise. Presumably, taking this 
approach, a firm choosing to comply or participate in boycott activities as a condition to 
doing business will either pass this cost of lost tax benefits on to his client, or seek to have 
such provisions modified or waived so as to be in compliance with the law or avoid the boycott 
issue entirely. In any case, the business enterprise is free to make its own choices, yet is 
effectively deterred from serving as an agent/instrument in a foreign boycott.
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We believe that this approach will have the desired effect, and that after these provisions 
have been in effect for a reasonable period of time, a comprehensive oversight review will 
show that the stated objective of eliminating the negative impact of the boycott in the re 
latively small number of instances where American citizens and/or business enterprises have 
been directly affected, has been achieved.

The importance of taking a reasonable and responsible approach is all the more important
in light of the need to provide as much flexibility as possible to the new Administration and
Congress. This is particularly important in these early days, when leaders of Middle Eastern
and other nations are seeking to open a dialogue with the new leadership and, conversely,
at a time when the Administration and Congress are attempting to move quickly and cooperatively
down the road to solid and sustained economic recovery.

The problem we see with the approach taken in the measure now before you for consideration 
is that it is unconditional and inflexible. It would effectively bar American professional engineers 
and virtually all American companies from pursuing business opportunities in the Middle East, 
leading to economic dislocation, greater unemployment, further deterioration in the U.S. 
balance-of-trades position, and a reduction in U.S. ability to positively leverage and influence 
continued progress toward peace in the Middle East.

At the same time, we recognize the critical importance of extending the Export Administration 
Act. Accordingly, we would ask you to consider the following course of action: (1) extend 
the Export Administration Act, retaining boycott-related provisions in the form in which 
they exist in the previous Act; (2) undertake both a detailed analysis and oversight review 
of the applicability and effectiveness of existing Export Administration regulations and 
Treasury Department regulations implementing the antiboycott provisions of the.Tax Reform 
Act of 1976, and a thorough assessment of the impacts these regulations and any proposed 
alternatives are having or would have on U.S. domestic, economic and foreign policy objectives, 
all in conjunction with the Senate Finance Committee, officials of the Treasury and Commerce 
Departments and representatives of business and professional organizations directly involved 
in the Middle East.

In our judgment, taking such an approach would give the Administration and the Congress 
the time required to make a more accurate assessment of the situation, to fairly evaluate 
the operation of existing antiboycott laws and regulations, some of which are too new to 
properly evaluate at this time, and then, to reach a clear determination as to the need for 
new and different laws and/or regulations in this area.

We hope you can concur with our view of the situation. 

WINZLER & KELLY

William 3. Birkhofer
Director of Business Development

WJB:gab 
enclosures

cc: Congressman Don H. Clausen
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Senator STEVENSON. Thank you.
Mr. Helland.
Mr. HELLAND. Thank you, Mr. Chairman. My name is George A. 

Helland. I am appearing in my capacity as president of the Petroleum 
Equipment Supplies Association. I am executive vice president of 
Cameron Iron Works, Inc., of Houston, Tex.

The association represents 174 companies which manufacture equip 
ment and provide services and supplies to the petroleum industry. We 
believe the legislation before you bears real risks of damaging Amer 
ican interests.

The dilemma facing the Congress is that two groups friendly to the 
United States are long-time enemies. As one aspect of their battle, 
since 1951, the Arab League states have engaged in an economic 
boycott.

Most of the Arab countries required, by law, some certification that 
is related to the Arab boycott of Israel. Most of these take the form of 
a certificate that the goods are not of Israeli origin or that the goods 
are not going to be carried on an Israeli ship, or on a ship that not be 
allowed to call at the Arab customer port. This legislation would pre 
vent us from signing almost any boycott-related certificates.

To the extent the Arab boycott has the effect of discriminating 
against U.S. citizens or firms on the grounds of race, color, religion, sex, 
or national origin, we should take a hard line. These are fundamental 
principles that we should not compromise. To the extent the Arab boy 
cott is a political action, we must consider whether this legislation will 
disrupt our political, diplomatic, and commercial relations.

No one can condone an economic boycott between countries friendly 
to the United States. The only answer lies in peace in the Middle East. 
Both the Arab countries and Israelis are looking for the United States 
to help to mediate the search for peace. A bill which the Arabs would 
interpret as an affront to their own sovereignty can only make the 
search for peace more difficult.

The proposed legislation goes far beyond attacking discrimination 
against U.S. citizens and firms and would virtually prevent U.S. com 
panies from engaging in trade with Arab nations. The effect of this is 
virtual counterboycott of the Arab countries.

There has been some testimony before the Congress that trade will 
not be substantially reduced, because American goods are prized by 
Arab countries. In other words, the Arabs will modify their boycott 
to adhere to U.S. law and policy.

The truth is that the Arab countries can do without American tech 
nology and goods even though the goods supplied by our industry are 
considered among the most needed and are imported in volume. Vir 
tually everything supplied by our industry can be supplied by other 
countries, including the Warsaw Pact nations.

We believe that American companies and American workers which 
do not discriminate should not be foreclosed from the opportunity to 
sell to countries friendly to the United States. Yet that would be the 
effect of the proposed legislation. In just the metalworking segment of 
our industry we anticipate the loss of over 110,000 jobs per year over 
the coming 5 years and the loss of $1.2 billion in potential wages.

The Warsaw Pact countries and other developed countries would 
move into these markets more strongly. The United States will also 
lose substantial foreign exchange earnings in the Middle East.
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The absence of our industry from the Arab markets would have seri 
ous economic effects on the United States, but would result in no loss 
of crude oil production in any of the Arab pi'oducing countries. And 
the legislation here is likely to reduce the Arab countries' inhibitions 
on price restraint.

Since the Congress has taken up this issue, Arab boycott requests, 
which were in the past treated casually by many Arab countries and 
often omitted, are less often omitted and are occasionally more stri 
dent. In other cases, we have heard that certain Arab countries have 
already diverted business from U.S. firms.

The legislation before you attempts to govern the conduct of foreign 
firms which are owned or controlled by U.S. stockholders. This type 
of extention of U.S. sovereignty is subject to increasing criticism. 
Many of the countries in which U.S. firms have foreign subsidiaries 
have not adopted the U.S. policy, vis-a-vis the Arab boycott, and to 
the extent this legislation attempts to graft U.S. laws and objectives 
onto activities within these countries, they are likely to be resentful.

The issue of the Arab/Israeli boycott and how to deal with it is a 
highly emotional issue. A number of U.S. States have seized on the 
issue and passed antiboycott legislation of varying stringency. All 
of these laws are so new that exporters are not sure of the require 
ments, nor even of the constitutionality of the State laws. For these 
reasons, we believe it is imperative for the Congress to make clear the 
supremacy of the Federal Government in foreign trade by preempting 
State laws in this area.

Mr. Chairman, we request that the legislation be amended to clearly 
restate the U.S. policy to promote and expand trade with all coun 
tries in the Middle East. Some confusion about that policy is clearly 
evident after all of the debate over this legislation.

Similarly, the bill should recognize the sovereignty of each nation 
to import or export the goods and services it wishes from the countries 
and parties with which it wishes to do business. Any bill should avoid 
unnecessary interference with the sovereignty of foreign nations 
through the intrusion of U.S. law.

We would ask the Congress to amend the proposed legislation to 
make sure that prohibited antiboycott activity would be limited to per 
sons or firms agreeing to undertake prohibited activities, rather than 
an intent to comply. Intent is usually inferred from a collection of 
circumstances. Often these are ambiguous, and the lack of clarity 
here could caiise serious problems with compliance.

Again, we believe it is imperative for any bill to preempt State ac 
tion dealing with foreign boycotts.

I have attached, as an appendix, data on the potential impact on 
jobs and exports of this proposed legislation. I ask that my testimony 
and the appendix be admitted into the record.

I appreciate appearing before you and I will be happy to answer 
anv question.

Senator STEVEXSON. Without objection, it will be put in the record. 
If there are no objections from my colleagues, we will continue with 
all of the testimony and come back. :

[The complete statement follows:]



103

TESTIMONY OF GEORGE A. HELLAND

PRESIDENT 

PETROLEUM EQUIPMENT SUPPLIERS ASSOCIATION

Mr. Chairman, Members of Congress, Ladies and Gentlemen:

My name is George A. Helland. I am appearing in my capacity as 

President of the Petroleum Equipment Suppliers Association. Privately, I 

am Executive Vice President-Operations, Cameron Ironworks, Inc.

The Association represents 174 companies which manufacture petroleum 

equipment, provide services and supplies to the exploration, drilling and 

producing segments of the petroleum industry. Members of this organization 

sell about 40% of their products and services overseas, and a substantial 

portion of this goes to the Middle East.

We believe the legislation before you bears real risks of damaging 

American interests. The dilemma facing the Congress is that two groups 

friendly to the United States have been quarreling with each other for a 

generation. At times, this quarreling has turned to outright war. As one 

aspect of it, since 1951 the Arab League States have engaged in an economic 

boycott.

To the extent the Arab boycott has the effect of discriminating against 

U.S. citizens or firms on the grounds of race, color, religion, sex or 

national origin, we can and should take a hard line. These are fundamental 

principles that we should not compromise. On the other hand, to the extent 

the Arab boycott is a political action of the Arab States, we must consider 

whether this legislation, without amendment, will disrupt our political, 

diplomatic and commercial relations with the Arab countries and with others.
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The proposed legislation goes far beyond attacking discrimination 

against U.S. citizens and firms, and would virtually prevent U.S. companies, 

as well as their subsidiaries in foreign countries, from engaging in trade 

with Arab nations. The effect of this is virtual counterboycott of the Arab 

countries.

Most of the Arab countries require by their own laws some certificate 

from their suppliers and contractors that is related to the Arab boycott of 

Israel. Most of these take the form of a certificate that the goods are not 

of Israeli origin or that the goods are not going to be carried on an Israeli 

ship, or on a ship that will not be allowed to call at the Arab customer port. 

This legislation would prevent us and our subsidiaries from signing almost 

any boycott-related certificates.

There has been some testimony on this issue before the Congress that 

U.S. trade will not be substantially reduced, because American goods are so 

prized by Arab countries that they will change their own political decisions 

and practices in response to this legislation. In other words that the Arabs 

will modify their boycott to adhere to U.S. law and policy.

The simple answer is, the Arab countries can do without American 

technology and goods which we supply even though the goods supplied by 

our industry are considered among the most needed and are imported 

in volume. Virtually everything supplied by our industry can be supplied 

by other countries, including the Warsaw Pact nations.

How would the Arab countries react to a U.S. policy which virtually 

amounts to a counterboycott? I can only ask, how would we react in the same 

situation?
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We have noted that since the Congress has raken up this issue, Arab 

boycott requests, which were in the past treated casually by many Arab 

countries and often omitted, are less often omitted and are occasionally more 

strident. In other cases we have heard, but have no direct knowledge, that 

certain Arab countries have already diverted business from U.S. firms 

without even giving them the opportunity to quote.

We believe that American companies and American workers which do 

not discriminate should not be foreclosed from the opportunity to sell goods 

and services to countries friendly to the United States. Yet that would be 

the effect of the proposed legislation. American firms and their foreign 

subsidiaries must abide by host country laws in dealing with the Arab countries. 

If U.S. companies or their foreign subsidiaries are placed in a position of 

violating either U.S. law or Arab law, as they would be by this legislation, 

we would expect a large diversion of Arab country business. Our industry 

consists of firms engaged in metalworking and firms engaged in service 

activities. In just the metalworking segment of our industry and related 

energy equipment manufacturers we anticipate the loss of 110,550 jobs per 

year over the coming 5 years due to this legislation, and the loss of over 

$1. 3 billion in potential wages.

The Warsaw Pact countries and other developed countries would seize 

the opportunity to move into these markets more strongly and provide what 

ever equipment is necessary. The U.S. will also lose substantial foreign 

exchange earnings. I need not remind you of the burdens on the U. S. economy 

of the negative balance of payments between the U. S. and the oil producing 

countries of the Middle East.
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The absence of our industry from Arab markets would have serious 

economic effects on the United States, but would result in no loss of crude 

oil production in any of the Arab producing countries.

No one can condone an economic boycott between countries friendly 

to the United States. The only true answer, of course, lies in peace in the 

Middle East. Both the Arab countries and the Israelis are looking for the U.S. 

to use its good offices to mediate the search for peace. A bill which the 

Arabs would interpret as an affront to their own sovereignty can only make the 

search for peace more difficult.

What action might the Arab countries take in response to this legisla 

tion? They have demonstrated that they are quite willing to use the "oil 

weapon". While it is not likely that the Arab countries would cut off oil ship 

ments to the U. S. , or even reduce the supplies (although they might be 

reluctant to increase shipments to the U.S.), the legislation here is likely 

to reduce the Arab countries' inhibitions on price restraint.

Virtually no country stands to be damaged more by price increase in 

oil than Israel. Israel is almost totally dependent on imports, a large 

portion of which comes from Iran. Iran, of course, is recognized as a 

leader in urging price increases among OPEC states and is certain to follow 

any price increase among the OPEC members. Israel is already in a 

critical balance of payments position. Its economy is in serious straits with 

38% inflation last year alone. A further oil import burden would be a serious 

blow.
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The legislation before you attempts to govern the conduct of foreign 

firms which are owned or controlled by U. S. stockholders. As I am sure 

the Congress is aware, this type of extension of U.S. sovereignty is being 

subject to increasing criticism among both the developed and undeveloped 

countries. Canada, for example, has recently acted to curb this trend 

through establishment of its Foreign Investment Review Agency and by changes 

in its Combines Investigation Act, specifically prohibiting the effects of 

certain foreign judgments in Canada. Many of the countries in which U.S. 

firms have foreign subsidiaries and affiliates have not adopted the U.S. policy, 

vis-a-vis the Arab boycott, and to the extent this legislation attempts to 

graft U.S. laws and objectives onto activities within these countries, they are 

likely to be resentful.

The issue of the Arab/Israeli boycott and how to deal with it is a highly 

emotional issue, and what the Arab boycott does and does not do seems widely 

misunderstood. A number of U. S. states, however, have siezed on the issue 

and passed anti-boycott legislation of varying stringency. Some deal only 

with the discrimination aspects; others are as broad or broader than the 

legislation under consideration. The effects on American trade is very 

troublesome. All of these laws are so new that exporters are not sure of 

the requirements, nor even of the constitutionality of the state laws. Already 

there has been some significant shift in purchases, sales and shipments from 

states with these laws to other states. For these reasons, we believe it is 

imperative for the Congress to make clear the supremacy of the federal 

government in foreign trade by preempting state laws in this area.

85-654 O - 77 - !
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We would ask the Congress to amend the proposed legislation to make 

sure that prohibited anti-boycott activity should be limited to persons or 

firms agreeing to undertake prohibited activities, rather than an intent 

to comply. Intent is usually inferred from a collection of circumstances. 

Often, these are ambiguous, and the lack of clarity here could cause serious 

problems with compliance. Secondly, we believe any bill should avoid 

unnecessary interference with the sovereignty of foreign nations through 

the intrusion of (J. S. law.

Similarly, the bill should recognize the sovereignty of each nation to 

import or export the goods and services it wishes from the countries and 

parties with which it wishes to do business.

Again, we believe it is imperative for any bill to preempt state action 

dealing with foreign boycotts.

Lastly, American business is being buried under an avalanche of 

federal paperwork. The proposed legislation would continue the reporting 

requirements to the Department of Commerce, which are duplicated by the 

reporting requirements under the Ribicoff Amendment of the Tax Reform 

Act of 1976. We suggest deleting the reporting requirement under the proposed 

legislation, or in the alternative, urging your colleagues to undertake to 

eliminate the reporting requirement under the Ribicoff Amendment.

Finally, Mr. Chairman, and most importantly, the legislation should 

be amended to clearly restate the U. S. policy to promote and expand trade 

with all countries in the Middle East. Some confusion about that policy is 

clearly evident after all of the debate over this legislation.
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I have attached as an appendix, data on the potential impact on jobs 

and exports of this proposed legislation. I ask that my testimony and the 

appendix be admitted into the record. I appreciate appearing before you and 

I will be happy to answer any questions.
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POTENTIAL IMPACT OF ARAB BOYCOTT 

ON PETROLEUM EQUIPMENT RELftTED METAL WORKING INDUSTRY

Expenditures of 14 Boycott Nations 1977 - 1981 
(In Billions)

Drilling and Producting Equipment —————————— $ 1.8

Refinery Equipment ————————————————————— 5.0

Natural Gas Processing Equipment —————————— 5.5

Petrochemical Plant Equipment ———————————— 1.6

Pipe Line Equipment ————————————————————— 8.2
$ 22.1

Effect on Metal Working Industry Employment

Total Employment (work years) —————————————————— 552,500 

Employment Annualized over 5 years ———————————— 110,500

Average Annual loss in wages 
In Metal Working Industry —————————————————— $1,326,000

-1-
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Summary of Trends In Export Sales 
Of Petroleum Equipment

The threat of the proposed Arab Boycott legislation on producers of 
petroleum equipment and service is serious because of the unusually high 
percentage of industry sales to the international markets.

Unlike most other industry in the United States, petroleum equipment 
manufacturers have developed export sales to a level where they account 
for 40% of their annual volume. In 1955, exports of petroleum equipment 
totaled $129.6 million. The market has expanded to $1.58 billion in 
1975.

This growth is due to a number of factors which must be understood 
in order to measure the total impact of any loss of international markets. 
Beginning in 1959 when U.S. domestic activity began to decline, equipment 
manufacturers increased efforts to develop international markets. From 
less than 10% of annual sales, these markets now account for more than 
40%.

The continuing product research and growth in manufacturing technology 
has made U.S. petroleum equipment the standard of the world. However, 
it is not enough to make the best tools available to keep market position 
in petroleum equipment sales, a strong field sales and service organization 
is necessary. It is the follow up after the sale which makes future 
growth opportunities possible.

Exports of petroleum equipment to the 14 countries accounted for 
$195.9 million in foreign exchange earnings in 1975. About 4900 metal 
working jobs were involved.

To get a proper perspective on this it is necessary to see the 
effect over a five year period in which substantial growth is expected. 
In the years 1977 thru 1981 it is reasonable to expect that the market 
for U.S. made petroleum equipment will be $1.8 billion in the 14 countries 
enforcing the Arab Boycott.

In addition equipment for refineries natural gas processing plants, 
petrochemical plants and pipelines will total $20.3 billion in the same 
time frame. Most of this equipment could be provided by United States 
companies and plants.

To achieve $22.9 billion in sales would require almost 495 thousand 
employees' jobs in the general classification of metal working. Broken 
down into one year segments, this is 110,500 metal working jobs per 
year. The annual payroll would be in the range of $1.32 billion. There 
are also some 1,200 jobs of U. S. Citizens working for oil equipment and 
service companies in the 14 Arab countries which would be lost.

-2-
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Not included in the lost wages figures presented are the jobs lost 
from design and engineering firms, petroleum industry service companies 
(geophysical, drilling, logging, drilling fluids, well completions, 
cementing and stimulation) and consulting firms. Also, the loss of jobs 
in the banking, freight forwarding, insurance, port operations and 
shipping are not included.

-3-
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SUMMARY OF EXPORT SHIPMENTS

(Amounts Shown in Millions of Dollars)

Total (4)
Rotary (1) Rotary (2) Other (3) Drilling-Producing 

Year Drilling Bits Drilling Rigs Drilling Equipment Equipment Shipments

1955

1965

1970

1973

1974

1975

? 24. 3

20.7

38.

52.

79.

110.

2

4

2

8

S 16.

28.

48.

51.

77.

181.

1

8

6

1

5

1

$ 47

71

150

389

640

1,057

.6

.8

.3

.3

.8

.7

$ 129.

185.

329.

639.

924.

1,580.

,6

.2

.2

,3

.4

.0

(1) Schedule B 6952465

(2) Schedule B 7184261, 7193148 and 7320330

(3) Schedule B 7184264

(4) Includes 1, 2 & 3 above plus:

Schedule B 6952450 - Drill s core bits S reamers containing diamonds 
Schedule B 6952470 - Parts NEC for core bits, drill bits, etc. 
Schedule B 7192162 - Oilwell and field pumps, liquid. 
Schedule B 7192310 - Oil, gas separating equipment and parts. 
Schedule B 7193147 - Field rod lifting equipment. 
Schedule B 7193150 - Oilfield equipment, NEC. 
Schedule B 7198062 - Oil and gas field wire line, etc., and 

accessories, NEC.

Source: U. S. Department of Commerce
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PETROLEUM EQUIPMENT EXPORTS 

1955 - 1975

Value in 
$ Millions

5 1600

1500

1400

1300

1200

1100

1000

900

800

700

600

500

400

300

200

100

1955 1965 

Source: U. S. Dept. of Commerce

Total Petroleum 
Equipment Exports

Drilling equipment

Drilling Rigs

Drilling Bits

1970 1975

Petroleum Equipment Suppliers Assoc.

-5-
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EXPORTS OF PETROLEUM EQUIPMENT 1975 - BY EQUIPMENT GROUPS 
Dollars in Thousands - (000 Omitted)

Drill & core bits 4 reamers 
containing diamonds

Drill bits, core bits & 
reamers

Parts for drill bits, core 
bits and reamers

Oilwell drilling machinery- 
Rotary

Well drilling machinery- 
& Parts

Oilwell & field pumps- 
liquid

Oil, gas, separating 
equipment and parts

Field rod lifting equipt.

Oilfield Derricks 
S parts, NEC

Oilfield equipment, NEC

Oil & gas field wire line, 
equipment

Truck mounted drilling equipt. 

TOTAL

Total Exports

J 10,019.2

110,770.5

19,740.5

38,262.9

1,057,713.4

37,615.5

28,562.9

13,662.9

75,863.5

28,676.6

95,819.9

67,017.0

$1,583,724.8

Exports 
to 

Boycott Countries

978.3

14,809.6

739.9

5,220.1

120,159.7

3,420.4

11,379.1

187.9

7,556.9

1,094.0

17,698.7

12, 691.2

$195,935.8

Exports to 
Boycott Countries 
As Percentage 
Of Exports

9.7*

13.4*

3.7*

13.0*

11.4*

9.1*

40.0*

1.4*

9.9*

3.8*

. 18.5*

18.8*

12.3*

Source: U. S. Department of Commerce - FT410-1975
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PETROLEUM EQUIPMENT EXPORTS 1975
DOLLAR VALUE OF EXPORTS TO 14 ARAB COUNTRIES

(Thousands of Dollars - 000 Omitted)

Value

Arab Emirates $

Bahrain

Egypt

Iraq

Jordan

Kuwait

Lebanon

Libya

Oman

Peoples Democratic Republic of Yemen

Qatar

Saudi Arabia

Syria

Yemen

TOTAL $

49

12

19

46

6

15

2

3

36

2

195

,307.

,702.

,666.

,735.

,283.

448.

,809.

,313.

,678.

,340.

,553.

,935.

6

6

,3

3

9

6

0

8

.2

8

4

.8

25.3%

6.5%

10.1%

23.9%

A

3.2%

A

8.1%

1.2%

A

1.8%

18.6%

1.3%

A

100.0%

A-Less than 0.5%
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POTENTIAL DOLLAR VALUE OF EXPORTS TO 14 ARAB COUNTRIES
1977-1981 

(Millions of Dollars)

Arab Emirates

Bahrain

Egypt

Iraq

Jordan

Kuwait

Lebanon

Libya

Oman

Peoples Democratic Republic of Yemen

Qatar

Saudi Arabia

Syria

Yemen

TOTAL

Value

$ 455

126

182

432

A

57

3

146

22

A

. 32

336

23

A

$ 1,824

A - Less than 0.5%
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REFINERY EXPANSION - 14 ARAB COUNTRIES 
19 Projects* - 1.8 Million Barrels/Day Capacity 

$5 Billion In Capital Equipment

CATEGORY $ MILLION

Columns, tray or packed———————————————————————————— $ 208

Pressure vessels———————————————————————————————————— 177

Reactors (hydrocracking) ————————————————————————————— 142

Process pipe £ fittings—————————————————————————————— 481

Heat exchangers (all types)——————————————————————————— 394

Electrical power & lighting——————————————————————————— 281

Fired heaters & boilers—————————————————————————————— 263

Valves ——————————————————————————————————————————— 284

Compressors & blowers———————————————————————————————— 257

Instrumentation———————————————————————————————————— 168

Pumps———————————————————————————————————————————— 149

Steel structures, platforms, supports———————————————————— 108

Insulation (pipe, vessels, columns, exchangers)———————————— 119

Storage tanks (process)—————————————————————————————— 169

Special equipment (filters, mufflers, etc.)——————————————— 110

Cooling towers————————————————————————————————————— 39

Ecology, pollution—————————————————————————————————— 61

Storage (tank farm)————————————————————————————————— 750

Loading rack, docks, etc.————————————————————————————— 300

Utilities piping, storage piping——————————————————————— 350

Rigging, cranes———————————————————————————————————— 65

Firefighting equipment——————————————————————————————— 160

Total—————————————————————————————————————$ 5035 

* Oil and Gas Journal - October 4, 1976
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NATURAL-GAS PROCESSING PLANTS 1977-1981 - 14 ARAB COUNTRIES

4 Projects* - $10 Billion 

$5.468 Billion In Capital Equipment

CATEGORY $ MILLION

Columns——————————————————————————————————————————$ 704

Pressure vessels——————————————————————————————————— 314

Pipe s fittings—————————————————————————————————— 510

Heat exchangers———————————————————————————————————— 510

Electrical power——————————————————————————————————— 350

Fired heaters & boilers————————————————————————————— 351

Valves——————————————————————————————————————————— 350

Compressors S blowers——————————————————————————————— 349

Instrumentation———————————————————————————————————— 180

Pumps——————————————————————————————————————————— 249

Structural Steel——————————————————————————————————— 125

Insulation—————————————————————————————————————— 125

Special S Misc. (filters, mufflers, etc.)———————————————— 125

Cooling towers——————————————————————————————————— 63

Ecology, pollution————————————————————————————————— 63

Storage Tanks————————————————————————————————————— 485

Loading rack———————-————————————————————————————— 210

Inventory———————————————————————————————————————— 125

Firefighting equipment—————————————————————————————— 125

Total——————————————————————————————$ 5468

* Oil and Gas Journal - October 4, 1976

-10-
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PETROCHEMICAL PROJECTS 1977-1981 - 14 ARAB COUNTRIES

41 Projects* 

$1.578 Billion In Capital Equipment

CATEGORY $ MILLION

Columns, tray or packed—————————————————————————————$ 80

Pressure vessels——————————————————————————————————— 60

Reactors————————————————————————————————————————— 86

Pipe S fittings———————————————————————————————————— 196

Utilities & storage, piping, fittings——————————————————— 130

Heat exchanges——————————————————————————————————— 135

Electrical power——————————————————————————————————— 97

Fired heaters & boilers————————————————————————————— 90

Valves——————————————————————————————————————————— 86

Compressors & blowers——————————————————————————————— 91

Instrumentations——————————————————————————————————— 58

Pumps——————————————————————————————————————————— 53

Structural steel——————————————————————————————————— 38

Insulation———————————————————————————————————————— 40

Storage tanks————————————————————————————————————— 40

Special equip, (filters, mufflers, mixers, etc.)——————————— 38

Cooling towers———————————————————————————————————— 21

Extrusion S handling equip.—————————————————————————— 185

Pollution control equip.————————————————————————————— 55

Total——————————————————————————-——————$ 1579

* Oil and Gas Journal - October 4, 1976

-11-
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PIPELINE PROJECTS 1977-1981 - 14 ARAB COUNTRIES

16 Projects* - $9.5 Billion 

$8.22 Billion in Capital Equipment

CATEGORY

Line pipe———————————————————————— 

Pipeline fittings and valves——————————— 

Prime movers, compressors, pumps———————— 

Other station facilities - Valves - Meters- 

Coating——————————————————————————— 

Communications—————————————————————— 

Pipe line construction equipment————————

TOTAL 8,222

* Oil and Gas Journal - October 4, 1976

' -12-
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Sources of Data and Methods Used 
To Forecast Future Markets

Historical data on Petroleum Equipment Exports supplied by the U. 
S. Department of Commerce - F. T.-410.

Future petroleum equipment export projections based on past sales, 
plus estimated market expansion for planned and projected programs of 
oilfield activity.

The shipments to these countries over the past three years have 
jumped from $57 million to $195 million. It is not reasonable to expect 
these sales to almost triple in the next three years and then triple 
again by 1981. A more reasonable projection would be at the following 
rate:

Year Shipments ($Million)

1973 (Actual) $ 57
1974 " 105
1975 " 195
1976 (Estimate on 10 mos. actual) 219
1977 Estimate 261
1978 " 307
1979 " 360
1980 " 426
1981 " 470

Total - 1977 to 1981 $ 1,824

Refinery Expansion: Projects-Oil and Gas Journal-World Wide 
Construction October 4, 1976 page 112 f.f.

Natural Gas Processing Plants: Projects-Oil and Gas Journal- 
World Wide Construction - October 4, 1976 page 162 f.f.

Petrochemical Plants: Projects - Oil and Gas Journal-World Wide 
Construction-October 4, 1976 page 128 f.f.

Pipeline Projects: Projects-Oil and Gas Journal-World Wide Cons 
truction - October 4, 1976 page 126 f.f.

Cost factors for equipment needed for the '89 projects were taken from 
"Market Data 76" published by the Petroleum Publishing Company, Tulsa, 
Oklahoma. The figures for refinery construction were reduced because

-13-
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the type of refineries to be built in the subject countries will not 
be as elaborate as units built in more advanced consuming countries.

Annual loss in wages were computed by the formula:

__§_ X 1 Yr. X AMS = AWL 
A S/W 5 Yrs

$ = Total Sales ($19.8 Billion) 
A S/W = Average Sales Per Worker ($40,000) 
1 yr = One Year
5 Yr = Period covered by projection 
AMS = Average Wages ($12,000) 
AWL = Annual Wages lost

-14-
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Mr. STEWART. First I want to express my appreciation, to the com 
mittee and Mr. Marcuss for the opportunity to appear. I am accom 
panied by Paul Pratt, who works with our international councils and 
therefore has expertise in the international area.

I assume our complete statement is a part of the record.
It is unfortunate, I think, but thoroughly understandable, that we 

are not in a position to address an administration position on this 
particular issue. We understand that Secretary Vance will present such 
a position on the 28th.

I share the views expressed by other witnesses, in connection with a 
concern about a confrontation at this stage affecting international 
negotiations with Israel and the Arab States. Indeed, it is more than a 
coincidence that the new administration is now returning its Secretary 
of State from the Middle East after having conferred with the parties, 
to what is really a war; no peace has yet been achieved.

We feel that in their present form the antiboycott bills do represent 
a confrontation, which is unnecessary, particularly under the current 
circumstances and the morning Washington Post has an article to 
the effect that this issue was raised with Secretary Vance, I believe in 
Saudi Arabia.

I want to make it clear we do not appear here in support of the 
boycott. Indeed, American business would like nothing better than to 
get rid of it, but we are convinced, as I think you are, that it will be 
necessary for a peace settlement to be arrived at before the Arabs re 
scind the boycott entirely.

I would like to say two affirmative things, before suggesting some 
negative ones. First, of all, we support the national security provisions 
of title I of S. 69 and S. 92.

On a related matter, but not as to a bill which is before this commit 
tee, we commend Senator Stevenson for introducing S. 710.1 am very 
familiar with the misuse by Government of the Trading-With-the- 
Enemy Act, which, during President Johnson's administration, was 
used by a large strain of legal reasoning, to justify foreign direct in 
vestment controls.

Now, to the bills before the subcommittee. I think there is a distinct 
possibility that the administration may give serious consideration to 
going another route with the approval, of course, of the Congress, as 
distinguished from the bills before the committee. That would involve 
stepping up the pressure on companies to negotiate boycott-related 
clauses out of deals with the Arab countries, where this can be done, 
and we understand it has been done in some cases. Then back that up 
with powerful negotiations and diplomacy, as distinguished from what 
I will describe as confrontation bills.

With due respect to the subcommittee's opening remarks, there are 
certain comments that were made which I won't take the time within 
the 5-minute period to address, that I believe reflect some misunder-



127

standings. We published not too long ago a piece called "Myths and 
Unrealities of the Arab Boycott of Israel." Those myths should really 
be dealt with before any conclusions are reached, in our judgment. We 
ask that this MAPI publication be admitted for the record.

Senator STEVENSON. It shall be part of the record (see p. 187).
Mr. STEWART. Now, trying to stay within the 5-minute period, I 

want to tick off a few things that are in our written statement. First, 
the United States already has taken far more action against foreign 
boycotts that any other nation. That is a fact.

At the same time, to some degree we are being hypocritical as a 
nation, if we conclude that the Arab boycott is bad, but that the boy 
cotts or similar actions, which we employ as a country are all right. 
I won't go into the details of what has been done thus far, but we will 
furnish it for the record, in the interest of time. We share the sug 
gestion that the Arabs do have options with regard to purchase of 
equipment, which they want. Based on what we are told by foreign 
companies which do supply the Arabs they would choose that route, at 
least in some cases.

The prohibitions regarding certifications, and compliance with them, 
are very difficult. They place a tremendous burden on American in 
dustry, because about all that a company that is asked to sign a certi 
fication can say is really speculation on certain facts which are not 
available to the company. I am sure the gentleman on the committee 
are aware that the boycott list is not a public document and it is what 
has been called in terms of our Constitution, it is a moving document. 
It is moved around by Arab nations who attempt to use it, in connec 
tion with relations with U.S. companies. "We see really very little to be 
gained by the passage of this legislation, and we see much to be lost 
in terms of the present state of negotiations. One bill would prohibit 
negative certifications.

I used to have a law professor, who used the term, "a distinction 
without a difference."

I really think a negative versus a positive certification is a "distinc 
tion," although you can make a technical distinction. The refusal-to- 
deal provisions are very difficult to observe for some of the reasons that 
I have mentioned, and they may be very difficult to enforce.

The word "intent" was referred to, once again, difficult to prove, 
and also difficult to comply with.

We believe, therefore, in conclusion that it would be detrimental 
for U.S. interests to attempt to legislate against the Arab boycott 
beyond the present law and measures we have endorsed. To the extent 
there are other problems with adverse effect on the United States, we 
believe those matters should be handled through diplomacy. At least 
the new administration should be given an opportunity to do so.

[Complete statement of Mr. Stewart follows:]
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Statement of the 
Machinery and Allied Products Institute

to the 
Subcommittee on International Finance

of the 
Senate Committee on Banking, Housing and Urban Affairs

on
S. 69 and S. 92, Bills To Amend the

Export Administration Act
February 21, 1977

Introduction

I appear today in behalf of the Machinery and Allied Products 
Institute (MAPI) which is the national research organization and spokesman 
for the capital goods and allied equipment manufacturers of the United 
States. Our testimony deals with the antiboycott provisions of S. 69 
and S. 92.

Our membership has a vast stake in foreign trade, including sub 
stantial trade with the growing markets in the Middle East. In 1975, U.S. 
exports of machinery and related equipment totaled $28.5 billion. Of 
this total, $1.5 billion were exports to Arab League markets and $300 mil 
lion were exports to Israel.

The U.S. National Interest

We believe that enactment of strong antiboycott legislation, 
such as that contained in S. 69 and S. 92 (referred to hereafter as "the 
bills"), would not be in the U.S. national interest in the coming months 
and would be particularly detrimental in terms of the long-range interests 
of the United States, Israel, and the Arab boycotting nations. The 
United States now has a new Administration, including a new Secretary of 
State, and political conditions in the Middle East are, in the opinion 
of most knowledgeable people in government and outside, better than they 
have been for many years for the beginning of meaningful negotiations 
toward a permanent peace settlement. Passage of strong antiboycott 
legislation, in addition to that already on the statute books, at this 
time undoubtedly would be interpreted by the Arabs as a hostile gesture 
and could jeopardize the key role of the United States as a mediator 
in the forthcoming negotiations.

Apart from this major foreign policy consideration, we believe 
the bills' prohibitions, which would forbid U.S. companies and their for 
eign affiliates from providing most forms of boycott-related documentation, 
pose great risks in terms of possible substantial diversion of Arab busi 
ness to other industrial countries and diminution of the important economic 
role the United States now enjoys in the Middle East. Further, the bene 
fits to be gained by enacting such legislation are not clear'. Indeed, it
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appears to us that the bills' provisions could well result in more dif 
ficulties for U.S. persons and firms in terms of doing business in the 
Middle East than exist at present.

Before setting forth our objections to the measures, we want 
to make clear that the Institute's membership, and U.S. business generally, 
would prefer that the boycott of Israel be rescinded. Implementation of 
the boycott runs counter to the thrust of the U.S. Government and other 
leading trading nations to remove restrictive practices which distort 
trade and investment flows. The boycott also adds to the complexity and 
paperwork associated with business abroad and, as a result of the dis 
cussion in recent months of company "compliance" with the Arab boycott 
based on a misunderstanding of Department of Commerce reports, has 
resulted in embarrassment for some companies and concern that they might 
be the subject of domestic economic retaliation as a result of such 
"compliance." However, in the opinion of most businesses and other ob 
servers of the Middle East, the boycott will not be withdrawn until there 
is a permanent peace settlement in the area.

Some General Observations

In its deliberations concerning additional antiboycott legis 
lation, we believe the Congress should consider the following:

1. Just a few months ago the Congress, in an unprece 
dented addition to the Internal Revenue Code, en 
acted antiboycott amendments to the Tax Reform Act. 
Those extremely complex provisions require that 
specified tax benefits be denied to U.S. taxpayers 
who agree, as a condition of doing business in an 
Arab boycotting country, to refrain from:

Doing business with or in a boycotted country 
or with the government, companies, or nationals 
of that country;

— Doing business with any U.S. person engaged in 
trade in a country which is the object of the 
boycott;

— Doing business with any company whose owner 
ship or management includes individuals of a 
particular nationality, race, or religion or 
to remove (or refrain from selecting) corporate 
directors who are individuals of a particular 
nationality, race, or religion;

Employing individuals of a particular nation 
ality, race, or religion.
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In addition, tax benefits would be lost if the taxpayer 
agrees, as a condition of the sale of a product to a 
boycotted country, to refrain from shipping or insuring 
that product on a carrier owned, leased or operated 
by a person who does not participate in or cooperate 
with an international boycott (i.e., a carrier which 
has been blacklisted for violating boycott rules).

2. The U.S. Government has taken action in a number of 
areas to assure that the Arab boycott does not dis 
criminate against U.S. citizens on the basis of race, 
religion, or national origin. Administrative actions 
include: (a) amendments to the Export Administration 
Regulations which prohibit U.S. exporters and related 
service organizations from taking any action in response 
to a boycott-related request when that request discrimi 
nates, or has the effect of discriminating, against U.S. 
citizens or firms on the basis of race, color, religion, 
sex, or national origin; (b) an amendment to the Secretary 
of Labor's March 10, 1975 memorandum on the obligations 
of federal contractors and subcontractors with respect 
to employment abroad; and (c) statements from several 
federal regulatory agencies (including the Federal 
Reserve Board, the Comptroller of the Currency, the 
Securities and Exchange Commission, and the Federal 
Home Loan Board) to the institutions under their juris 
dictions against discriminatory practices. New laws 
include: (a) anti-discrimination provisions of the 
International Security Assistance and Arms Export Con 
trol Act governing employment practices in connection 
with the furnishing of military assistance and the 
Foreign Military Sales (FMS) program; and (b) the Equal 
Credit Opportunity Act which prohibits any creditor 
from discriminating against any credit applicant on 
the basis of race, color, religion, national origin, 
sex, marital status, or age.

3. Still other U.S. Government actions directed against the 
Arab boycott include: (a) the cessation by the Depart 
ment of Commerce of the distribution of trade oppor 
tunities known to contain boycott-related conditions; 
(b) public disclosure of reports (except for confi 
dential commercial information) submitted by companies 
to the Department of Commerce concerning boycott-related 
requests which they have received; (c) withholding of 
Export-Import Bank and Overseas Private Investment 
Corporation (OPIC) support for transactions which include 
boycott-related conditions; and (d) a civil antitrust 
suit against Bechtel Corporation and four of its subsid 
iaries for activities related to the Arab boycott.
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4. Since no foreign country has taken any action which
would have significant adverse impact on implementation 
of the boycott, products representing comparable tech 
nology to U.S. products or systems are available to the 
Arab boycotting nations from other countries, including 
communist countries./I

5. The Arabs are, of course, aware that the United States 
exercises controls—in short, boycotts—directly or 
indirectly against several communist and other coun 
tries. Although there are important differences between 
the restrictive trade practices employed by the Arabs 
and those employed by the United States in terms of 
both targets and techniques, neither enjoys any special 
legitimacy under international law. The U.S. indirect 
controls, particularly those exercised by the Treasury 
under the Trading With the Enemy Act, have important 
extraterritorial aspects. Whatever these restrictions 
exercised extraterritorially by the United States are 
called (extended primary boycotts, secondary boycotts, 
or other), their manner of implementation is so similar 
to that of the Arab boycott that they would be effec 
tively proscribed if foreign countries adopted anti- 
boycott legislation along the lines of that proposed 
by S. 69 and S. 92.

6. Although it has been stated in the Congress and else 
where that many U.S. businesses are in favor of strong 
antiboycott legislation—indeed that they seek such 
legislation in order to be protected from the boycott— 
we are not aware of significant business support for 
additional antiboycott legislation, even among those 
companies blacklisted. Because of the present uneven 
enforcement of certain aspects of the boycott, we under 
stand that some blacklisted companies are doing sub 
stantial business in a few of the Arab countries. In 
other cases, blacklisted companies which might be con 
cerned that they are losing business in Arab boycotting 
countries probably do not believe that strong U.S. 
antiboycott legislation will improve their prospects 
in those countries. While blacklisted and other com 
panies might be reluctant to adopt a public position 
in favor of strong antiboycott legislation because of 
concern over future prospects for sales in the Arab 

. boycotting nations, it is our understanding that the 
Executive Branch has not received significant informal 
business support for such measures.

If This point is developed more fully in Attachment A, "Availability to 
Arabs of Arms and Other Products From Other Industrial Nations."
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7. The United States experienced a merchandise trade 
deficit of $9.6 billion in 1976 and all the fore 
casts we have seen indicate that it probably will 
be much higher this year. An estimate by a leading 
New York bank is that the deficit may be in the $15- 
$18 billion range. While U.S. exports to the Arab boy 
cotting nations still do not constitute a major portion 
of U.S. exports, they are substantial. Perhaps more 
importantly, they have provided an important lift to 
total U.S. exports of goods and services during the 
last two to three years when most of our major over 
seas markets have been in a recession. As we noted 
at the outset, we believe the bills' prohibitions 
could adversely affect in a substantial way U.S. par 
ticipation in this large and growing market.

8. In the opinion of most observers of the Middle East, 
the boycott will not be withdrawn until there is a 
permanent peace settlement in the area. As noted 
earlier, it also is the opinion of most observers, in 
cluding the Executive Branch of the United States 
Government, that for a number of reasons 1977 offers 
the best opportunity for the negotiation of a peace 
settlement that has existed for many years. The 
United States is expected to play a major role as 
mediator in those negotiations. Adoption of strong 
antiboycott legislation, which the Arab nations un 
doubtedly would interpret as an anti-Arab action, could 
jeopardize the U.S. role in those negotiations.

As the above points indicate, the United States already has taken 
greater action than any other country to oppose the Arab boycott. From the 
viewpoint of the Arab nations (and probably others) the distinctions be 
tween the Arab boycott and U.S. boycotts and restrictive trade practices 
are not significant. Enactment of strong antiboycott legislation by the 
United States could not only adversely affect U.S. exports very substan 
tially but also could compromise the U.S. role as an "honest broker" in 
the coming negotiations toward a permanent peace settlement in the region.

Impact of the Bills in Terms of the 
Arab Boycott of Israel

Impact of the Prohibitions 
on U.S. Exporters /I

According to data compiled by the Department of Commerce during 
the period April-September 1976, the most recent period for which data are

!_/ The bills' prohibitions are described briefly in Attachment B, "The 
Antiboycott Prohibitions of S. 69 and S. 92 in Brief."
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available, the most numerous boycott-related requests received by U.S. 
exporters /I were the following:

Restrictive Trade Requests Number Received

Carrier or airline is not blacklisted 16,966

Insurance company is not blacklisted 2,254

Goods to be exported are not of Israeli
origin and do not contain materials of
Israeli origin 29,828

Supplier, vendor, manufacturer or bene 
ficiary is not blacklisted nor sister or 
mother company of a firm that is blacklisted

Other

TOTAL

With respect to the above boycott-related requests received by 
U.S. exporters from Arab boycotting nations, it appears to us that the 
bills:

1. Would prohibit certification by U.S. firms that 
(a) a blacklisted carrier will not be used for a 
shipment to an Arab boycotting country and (b) a 
blacklisted marine insurer has not been engaged 
to insure the shipment.

If such a prohibition were enacted, the principal 
effect likely would be orders lost by U.S. firms 
who would be prohibited by law from meeting Arab 
documentation requirements. At the same time, 
no benefits would be gained by the United States 
since a blacklisted ship will not be permitted to 
call at an Arab port and the owner would not offer 
the ship for such a voyage. Presumably the same 
situation would be true with respect to marine 
insurers.

To the extent that the Arab boycotting nations 
should choose to continue purchases from U.S. 
exporters, they could select both the carrier and

if In addition to the 57,690 boycott-related requests reported by 
~~ exporters, other export-related firms (banks, carriers, etc.) submitted 

an additional 60,937 reports. Thus, during the April-September 1976 
period, the Department of Commerce received over 118,000 reports.
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the insurer and they might select foreign firms rather 
than blacklisted or even non-blacklisted firms. We 
understand that the experience of the marine insurance 
industry in New York and Maryland, which have enacted 
antiboycott laws, has been that those laws have re 
sulted in the transfer of boycott-related insurance 
requests to foreign-based insurance firms as well as 
to firms in other states.

Thus it would appear that this prohibition poses sub 
stantial risks in terms of loss of business for both 
carriers and marine insurers, as well as exporters.

2. Would prohibit certifications that goods or components 
thereof were not produced by blacklisted vendors.

Arab requests for certification that the exporter's 
vendors are not blacklisted are, in our view, the 
only ones which, in any meaningful way, have the 
potential for disrupting established exporter-vendor 
relationships. It is our understanding that Arab 
enforcement of the requirement that products pur 
chased not include materials from blacklisted ven 
dors generally has been lax. Since the blacklist 
is not a public document and only a few U.S. firms 
are widely known to be blacklisted, U.S. companies 
generally have been able to attest that, to the 
best of their knowledge, materials were not pur 
chased from blacklisted vendors. We are con 
cerned that a U.S. legislative challenge to the 
boycott could result in more strict enforcement. 
Until the boycott is withdrawn, it seem unlikely 
that the Arab boycotting nations would—except in 
cases of extreme need—engage in transactions where 
they are aware that blacklisted firms are involved. 
In those cases where the Arab nations felt that they 
needed to purchase U.S. products and there were two 
or more potential suppliers, they could ask potential 
suppliers to list their principal vendors before 
placing the order.

3. Would prohibit U.S. firms from answering question 
naires and other inquiries from Arab boycotting 
countries concerning their business relationships 
with Israel.

It is our understanding that this type of inquiry
may be sent to a firm by an Arab government or company
(a) prior to establishing business relationships with
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that firm or (b) in connection with an investiga 
tion of an allegation that the firm is engaging in 
activities in Israel which could result in its 
being blacklisted.

With respect to "a," a U.S. prohibition against fur 
nishing information could prevent U.S. firms which, 
for good commercial reasons, do not engage in boycott- 
proscribed activities in Israel (which is the case for 
the overwhelming majority of U.S. companies) from 
qualifying for business with the Arab boycotting 
nations. As to "b" above, the failure of a company 
to respond to a questionnaire is, under boycott rules, 
an offense that can result in blacklisting of the 
company. Thus, a prohibition on responses to such 
inquiries could prevent a company from using the only 
means available to defend itself against unfounded 
allegations—perhaps by a competitor—that it has 
engaged in proscribed activities in Israel.

4. Probably would prohibit certifications that the prod 
ucts to be exported are not of Israeli origin and do 
not contain materials of Israeli origin./I

As we understand it, the import regulations of a number 
of Arab countries forbid the importation of products of 
Israeli origin or products containing materials of 
Israeli origin and they require certifications to this 
effect. While this type of "negative" certification is 
unusual, it is not unusual in international trade for 
importers in various countries to request—and for 
exporters to provide—information concerning the origin 
of goods for the purpose of duty assessments in partic 
ular. So far as we know, little or no use is made of 
Israeli components or materials in U.S. manufacturing 
but, from the standpoint of the Arabs in their world 
wide implementation of the boycott, their prohibitions 
might have meaning with respect to prospective pur 
chases from other countries which might be importing 
such items from Israel. We cannot see that the pro 
hibition proposed in S. 92 could change anything even 
if the Arabs were willing to accept a positive certi 
fication of origin (i.e., a certification that the 
goods are of U.S. and/or other [including Israeli] 
origin) in lieu of a negative certification. In our 
view, it is important that the exporter know the im 
porter's rules so that the products are accepted when

I/As we read the bills, S. 69 might prohibit such certifications and 
S. 92 presumably would prohibit them.
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they reach the Arab country. Admittedly the Arabs 
could accomplish this purpose in other ways—a notice 
to the exporter, for example, instead of a request for 
a negative certification—but the result would be the 
same—products of Israeli origin would not be admitted.

Impact of Extending the Prohibitions 
to U.S.-Controlled Firms Abroad

The extension of the prohibitions and reporting requirements 
to foreign firms "controlled" by U.S. firms would:

1. Almost certainly lead to conflicts with foreign 
governments (and foreign shareholders and/or co- 
owners) as a result of a further intrusion of U.S. 
law into matters affecting local business and for 
eign policy. Since no other major foreign country 
has taken any significant action against the boy 
cott, such a U.S. law undoubtedly would be challenged 
by foreign governments when its prohibitions preven 
ted local U.S.-controlled firms from accepting orders 
with substantial economic and/or foreign policy im 
plications for the host country;

2. Increase the already complex problems of company 
compliance with U.S. antiboycott laws and regula 
tions (including, among others, the antiboycott 
amendments to the Tax Reform Act which extend to 
U.S. affiliates abroad); and

3. Increase substantially the reporting burden for 
U.S. firms (and their foreign affiliates).

Our Views Concerning the Bills

We repeat our conviction that the proposed legislation is not 
in the U.S. national interest. As we indicated at the outset and believe 
that our discussion has documented, most of the prohibitions in the bills 
probably would result in more adverse effects on U.S. businesses than 
exist at present.

Anti-Discrimination Provisions

The reports concerning receipt of boycott-related requests sub 
mitted by companies to the Department of Commerce show little evidence of 
racial or religious motivation in implementation of the boycott and the 
United States has taken a number of actions to ensure that the boycott does 
not result in discrimination on the basis of race, religion, nationality, 
etc. However, it may be desirable to put the anti-discrimination provisions
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of the Export Administration Regulations on a firmer statutory basis. Thus 
we endorse the two prohibitions in S. 69 and S. 92 which relate to dlscrimi- 
ntion against U.S. persons on the basis of race, religion, nationality, or 
national origin.

"Refusal To Deal" Provisions

We believe the prohibitions with respect to refraining from 
doing business (1) with or in a boycotted country and (2) with other per 
sons, if retained at all, should be modified. With respect to the former, 
the boycott rules do not forbid companies to engage in normal export trade 
with Israel. Further, unless the Arab boycotting nations rescind the boy 
cott, enactment of this legislation will not dissuade most companies 
interested in sales to Arab markets from refraining from investing or 
engaging in other boycott-proscribed activities in Israel. With respect 
to "other persons," extensive hearings held in the Congress over the past 
two years have produced scant evidence that the boycott rules are having 
any significant adverse antitrust or other impact on U.S. manufacturer- 
vendor relationships. As drafted, these "refusal to deal" prohibitions 
in the bills could result in numerous allegations which would be difficult 
to prove and, because of the possibility of such allegations, might deter 
some companies from accepting business with Arab boycotting nations. In 
addition, if such prohibitions were enacted, as former Secretary of the 
Treasury Simon has pointed out, some companies might make general use of 
non-blacklisted firms (vendors, insurers, carriers, etc.) in connection 
with all their overseas operations in order to avoid allegations of re 
fusals to deal when a transaction with an Arab boycotting country is 
involved. Thus, these "refusal to deal" provisions would not only be 
difficult, if not impossible, to enforce but also could result in further 
damage to blacklisted firms.^ If prohibitions with respect to refraining 
from doing business with a boycotted country and with other persons are 
retained, to avoid the difficulties just described they should be nar 
rowed so that they apply only to agreements to refrain from such activities.

Prohibitions Against Furnishing 
Information

The Export Administration Regulations now prevent U.S. persons 
from furnishing information in response to a boycott-related request when 
that request discriminates, or has the effect of discriminating, against 
U.S. citizens or firms on the basis of race, color, religion, sex, or 
national origin.

As our statement has explained, further restrictions on fur 
nishing information would result in (1) preventing firms which, for purely 
commercial reasons, have no business relationships with Israel from quali 
fying for business with Arab boycotting nations and (2) making it more

The difficulties of "refusal to deal" provisions are discussed in 
more detail in Attachment C, "The Problems With Prohibiting All 
'Compliance' With Foreign Boycotts and With 'Refusal to Deal' 
Provisions."
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difficult for firms to defend themselves against unfounded allegations 
that they have engaged in activities in Israel which could result in 
their being blacklisted.

Matters Which Should Be Included 
in Amendments to the Export 
Administration Act

Amendments to the Export Administration Act should include:

— Provisions for the federal preemption of state laws 
directed against foreign boycotts. Over the past 
year, several states—including the important in 
dustrial states of California, Illinois, New York, 
and Ohio—have enacted laws directed against the 
Arab boycott of Israel. The provisions of these 
laws vary greatly and in some cases go well beyond 
federal law and regulations in preventing "compliance" 
with the Arab boycott. If the American response to 
the boycott is not to result in geographic discrimi 
nation among U.S. businesses, amendments to the 
Export Administration Act must clearly preempt state 
law in this area. The existence of these varying 
state laws also adds to the already heavy legal 
burden of compliance with federal tax regulations 
and the Export Administration Regulations.

Statutory guidance which would reduce substantially 
' present reporting requirements under the Export 
Administration Act. During the six-month period, 
April-September 1976, the Department of Commerce 
received over 118,000 reports, an annual rate of 
almost 240,000, and has committed substantial re 
sources to administration of the reporting system. 
The reporting system is generating paperwork for 
industry and government out of all proportion to 
its benefits to government. In our view the re 
porting requirements should include only boycott- 
related requests which involve (1) possible discrimi 
nation against a U.S. person on the basis of race, 
religion, nationality, etc., (2) agreements by 
companies to refrain from doing business with or in 
a boycotted country, and (3) agreements by exporters 
to the effect that blacklisted suppliers will not be 
used.

Conclusion

We believe it would be detrimental for U.S. interests to attempt 
to legislate against the Arab boycott beyond present law and measures we
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have endorsed. To the extent that there are other aspects of the boycott 
which the Congress believes are having realistically avoidable adverse 
effects on the United States, in our view those matters should be handled 
through diplomacy. The United States will have substantial equity in its 
role as mediator in Middle East negotiations and it should be possible 
to work out modifications of certain aspects of boycott implementation 
which would not impair the Arabs' primary objective of boycotting Israel.

In addressing the Arab boycott issues the Congress must, in 
our view, give more searching examination than has been given to date 
concerning (1) those features of the Arab boycott which might have sig 
nificant adverse impact in the United States and (2) the limits on the 
United States ability to effectively change boycott practices. Much of 
the debate about the boycott appears to involve form rather than sub 
stance, and if some of these questions are indeed important to the United 
States perhaps changes could be negotiated with respect to boycott im 
plementation to accommodate the objections. For example, to enforce their 
prohibition against blacklisted vessels calling at Arab ports, the Arabs 
do not need to receive a certification that a blacklisted carrier will 
not be engaged for a particular transaction. Whether a certification is 
requested or not, one may assume that the cargo will not be placed on 
a blacklisted vessel because the Arab boycotting nations' prohibition 
against blacklisted vessels is well known. Similarly, a certification 
that the marine insurer is not blacklisted also would not be needed, but 
one may presume the Arabs would refuse to have cargos insured by black 
listed marine insurers.

We hope that these hearings and others to be held in this session 
of Congress will help to "clear the air" with respect to participation by 
U.S. businesses in Middle East trade. We are concerned that, for reasons 
set forth below, some companies, particularly smaller companies, may be 
deterred from participating in Arab markets:

In December 1975 the Department of Commerce 
stopped distributing within the American business 
community trade opportunities known to contain 
boycott-related conditions. While it can be ar 
gued on theoretical grounds that it is not appro 
priate for the U.S. Government to disseminate 
such documents, in our view the most likely prac 
tical effect is to deny information concerning 
trade opportunities in Arab boycotting countries 
to smaller U.S. companies, the companies least 
likely to "comply" with the Arab boycott rules 
against investment, etc., in Israel because they 
would not have the wherewithal for such activities 
in the first place. Large U.S. and foreign companies 
are more likely to have direct sales representation 
in the Arab states or other means to learn of the 
trade opportunities.

85-654 O - 77 - 10
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There is widespread public misunderstanding of the 
meaning of the company reports concerning receipt 
of boycott-related requests which are disclosed by 
the Department of Commerce. It appears to be widely 
believed, erroneously, that all reporting companies 
have "complied" with the boycott in the sense of 
taking some affirmative action detrimental to Israel 
or other U.S. companies./l There also have been 
suits between private parties on boycott-related 
issues and numerous shareholder resolutions which 
involve boycott-related matters have been offered. 
While it is certainly the right of U.S. citizens to 
oppose trade with any foreign country or group of 
countries, these actions suggest that companies en 
gaging in trade with Arab boycotting nations may en 
counter unusual difficulties in addition to those 
posed by the U.S. Government.

A plethora of complex regulations have been issued 
under the Export Administration Act and the Tax Reform 
Act, the interpretation of which is beyond the inter 
nal resources of many companies.

Extensive and overlapping reporting requirements under 
both the Export Administration Act and the antiboycott 
provisions of the Tax Reform Act pose additional bur 
dens for companies doing business in Arab boycotting 
countries.

We greatly appreciate the opportunity to appear before this 
distinguished Subcommittee and offer our services if we can be of further 
help.

I/ See Attachment D, "'Compliance' With Boycott-Related Requests."
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Attachment A

Availability to Arabs of Arms and Other Products From 
Other Major Trading Nations

During House consideration of antiboycott amendments to the 
Export Administration Act, remarks were made in the course of both com 
mittee consideration of the amendments and during floor debate which im 
plied that other countries, particularly in Europe, were taking more 
forceful action than the United States to oppose implementation in those 
countries of the Arab boycott against Israel. Proponents of strong anti- 
boycott legislation also argue that the Arabs are so dependent upon (and 
prefer) U.S. arms, industrial products, and technology that such legisla 
tion would be unlikely to have a significant adverse effect either on U.S. 
business with the Middle East or on U.S. foreign policy.

Action being taken by other countries, particularly the major 
trading nations, is of course an important factor to be considered in 
drafting U.S. legislation. The Ford Executive Branch and private ob 
servers have emphasized that forceful antiboycott measures by the United 
States probably would have little or no effect on the boycott but could— 
and probably would—result in substantial diversion of Arab business to 
other industrial countries. The Executive Branch also has emphasized 
that such a "confrontational" approach could have adverse effects not only 
on our efforts to broaden commercial ties with the Arab states, but also 
on U.S. efforts to assist in arranging a permanent peace in the Middle East.

No one can estimate with any certainty what the effects of strong 
antiboycott legislation would be. While some of the Arab states may prefer 
to purchase military goods from the free world, they could purchase arms 
from noncommunist nations other than the United States and, if necessary, 
from communist countries. As for industrial products and technology, while 
the Arabs may prefer in many cases to purchase from the United States, the 
market is highly competitive and there are very few lines where comparable 
technology is not available from abroad.

One can say with a good deal of certainty that no major foreign 
country has taken any action which would have significant adverse impact on 
the implementation of the boycott. Neither the Department of State nor the 
Department of Commerce is aware of such actions. Further, U.S. companies 
which have manufacturing and sales operations in numerous foreign countries 
have reported that they are not aware of any significant antiboycott measures 
imposed by those countries.

The matter of foreign actions against the boycott and the "de 
pendence" of Arab countries on U.S. products and technology have been 
addressed by senior U.S. Government officials in recent months and excerpts 
from their statements are reproduced below. The Saudi Arabian Foreign 
Minister also recently addressed this "dependence" question and he too is 
quoted below.
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Comments of U.S. Government 
Officials

' During testimony last June before the House Committee on Inter 
national Relations, senior U.S. Government officials made the following 
comments concerning antiboycott action by other countries and the depen 
dence of Arab states on the United States./I

— Secretary of the Treasury William E. Simon, 
June 8, 1976.

The argument is made that the Arab world when 
faced with such a choice [to eliminate the boycott 
entirely, irrespective of a settlement in the Middle 
East, or cease doing business with American firms] 
will recognize the importance of continued access to 
U.S. goods and services and therefore eliminate what 
they consider one of their principal weapons in the 

, political struggle against the State of Israel. Un 
fortunately, this argument fails to reflect several ' 
basic facts.

The U.S. alone among industrial countries has 
a clearly established policy and program of opposi 
tion to foreign boycotts of friendly countries, in- 
'cluding the boycott.of Israel. [Emphasis supplied.] 
Other countries already supply a full 80 percent of 
the goods and services imported by the Arab world. 
There is no evidence that these nations are prepared 
to lose that $50 billion a year market or to jeopar 
dize their stake in the rapidly expanding economies 
of the Arab nations. Further, there is precious 
little that the U.S. presently supplies to Arab 
nations that is not available from sources in other 
countries and they are eager to take our place. The 
major Arab states have the funds and the will to in 
cur any costs such a switch might entail. They see

if .Since the testimony cited here, the Canadian Government has adopted
a policy of withholding government support in connection with boycott- 
related requests which would require a Canadian firm to: (1) engage 
in discrimination based on the race, national or ethnic origin or 
religion of any Canadian or other individual; (2) refuse to purchase 
from or sell to any other Canadian firm; (3) refuse to sell Canadian 
goods to any country; or (4) refrain from purchases from any country. 
Canadian firms may agree to such provisions but, when they do so, they 
may not avail themselves of Canadian Government support, such as 
assistance with respect to contact with foreign officials, market 
information and Canadian government financing. See Statement on 
Motions by the Secretary of State for External Affairs on Boycott 
Policy, House of Commons, October 21, 1976.
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that the U.S. has frequently engaged in economic 
boycotts for political purposes, for example in 
Cuba, Rhodesia, North Korea, and Vietnam, so they 
cannot accept the argument that they are not en 
titled to do the same.

Mr. Chairman, I believe that we must face ah 
essential and widely recognized fact. The Arab 
boycott has its roots in the broad Israeli-Arab 
conflict and will best be resolved by dealing with 
the underlying conditions of that conflict./I

— Assistant Secretary of State Joseph A. Greenwald, 
June 8, 1976.

... We are the only country (other than Israel) 
to take a strong position in opposing the boycott 
of Israel. . . ./2_

Comments of Suadi Arabian 
Foreign Minister

In a recent address, Prince Saud Al-Faisal, Minister of Foreign 
Affairs, Kingdom of Saudi Arabia, made the following pertinent comments:

In the concerted assault upon the Arab boycott 
in the United States, one of the aims is to confuse 
the issue. The second aim is to create a complacent 
attitude in business and economic circles in this 
country by propagating various simplistic views. The 
most common is the assertion that the Arab countries 
cannot do without American know-how and products.

Such an assumption is erroneous and has danger 
ous consequences. The truth of the matter is, and 
this can be verified by any visitor to the Arab 
world, competition for Arab business is truly fierce.

. . . The Arabs cannot and will not forego the boy 
cott because it is essential to their security; and 
it is of the upmost importance that this fact be

I/ See statement of William E. Simon, Secretary of the Treasury, Extension 
of the Export Administration Act of 1969: Hearings Before the Committee 
on International Relations, House of Representatives, Ninety-Fourth Con 
gress, Second Session, Part 1, June 8, 9, 10, 11, 15 and 16 and August 
10 and 21*, 1976, pp. 49-50.

2J See statement of Joseph A. Greenwald, Assistant Secretary of State for 
Economic and Business Affairs, Ibid, p. 11.
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recognized and not ignored or belittled. It is 
much more difficult to rectify a mistake after it 
has been made than to prevent it./I

_!/ Address by Prince Saud Al-Faisal, Minister of Foreign Affairs,
Kingdom of Saudi Arabia, in Houston, Texas, on September 23, 1976.
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Attachment B 

The Antiboycott Prohibitions of S. 69 and S. 92 in Brief

Stated very briefly, the bills would prohibit any U.S. person 
from taking the following actions with the intent to comply with or sup 
port a foreign boycott against a country which is friendly to the United 
States and is not the object of any U.S. embargo:

Refraining from doing business with a boycotted 
country, its firms, etc., pursuant to an agreement 
with, or a request from, a boycotting country.

Refraining from doing business with any other 
person.

— Discriminating against any U.S. person on the
basis of race, religion, nationality or national 
origin or furnishing information with respect to 
race, religion, etc.

— Furnishing information about past, present and 
future business relationships of any person with 
a boycotted country or with any person known to be 
restricted from having any relationship with a boy 
cotting country.

Exceptions to those prohibitions permit:

Compliance with the import rules of a boycotting 
country which (a) prohibit imports from a boycotted 
country, (b) prohibit shipment of goods on a carrier 
of the boycotted country, and (c) specify the route 
of the carrier.

Compliance with import requirements of the boy 
cotting country with request to (a) country of 
origin of the goods (S. 92 would limit this excep 
tion to "positive" certifications of origin), (b) 
the name and route of the carrier, and (c) the 
name of the supplier.

Compliance with destination control requirements 
of boycotting nations with respect to exports 
from those nations.



146

- 2 -

— Compliance by an individual with the immigration
or passport requirements of the boycotting countries.

While the language of the bills refers to "any [foreign] boy 
cott . . . against a country which is friendly to the United States and 
which is not itself the object of any form of embargo by the United 
States," the measures are of course aimed principally at the Arab boycott 
of Israel.
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The Problems With Prohibiting All "Compliance" With
Foreign Boycotts and With "Refusal To Deal"

Provisions

Problems With Prohibiting 
All "Compliance"

The first temptation for those opposed to implementation of the 
Arab boycott in the United States is to propose that all "compliance" with 
the boycott be prohibited; that is, companies should be prohibited from 
responding to any Arab request for information. However, "compliance" 
may consist of no more than a certification that the company does not have 
a plant in Israel, the product does not contain any components of Israeli 
origin, or the goods to be exported will not be shipped on an Israeli 
vessel. Since the overwhelming majority of U.S. firms have no commercial 
reason to have a plant in Israel or to use Israeli components, it is gen 
erally recognized that a blanket prohibition against compliance—in addi 
tion to its probable adverse effects on U.S.-Arab relations—would serve 
no useful purpose but could deprive very many U.S. companies who are not 
in any real sense participating in the Arab boycott of the opportunity to 
do business in Arab countries.

Moreover, even the more limited approach to "compliance" of 
prohibiting the furnishing of specified kinds of information poses sub 
stantial problems. As drafted, this provision in S. 69 and S. 92 (and 
H.R. 1561) would prohibit, among other actions, companies from responding 
to Arab inquiries with respect to such matters as whether they have an 
investment in Israel. Since failure to respond to such an inquiry (which 
may have been prompted by a false allegation) is, under boycott rules, an 
offense that could result in blacklisting, U.S. firms and their foreign 
affiliates could be blacklisted even though they do not have, for purely 
commercial reasons, an investment in Israel.

Problems With "Refusal 
to Deal" Provisions

Determining "intent" and possible undesirable side effects.—As 
a result of the problems discussed above, proponents of strong antiboycott 
legislation have concentrated for the most part on provisions which would 
prohibit U.S. firms from "refusing to deal" with other U.S. firms as a re 
sult of the Arab boycott. In brief, these proposals (and S. 69 includes 
such a provision) would prohibit U.S. firms from refusing to deal with 
other firms (i.e., blacklisted firms) when the intent is to comply with, 
further, etc., the Arab boycott against Israel. In practical terms, this 
presumably would mean that a U.S. firm could not agree, nor could it pro 
vide certifications to the effect, that it will not use a blacklisted 
carrier, insurer or vendor, if the "intent" were to comply with, further,
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etc., the Arab boycott. The problems in determining "intent" would of 
course be formidable. Further, as Secretary of Commerce Richardson stated 
in testimony on antiboycott legislation last June: "Allegations of pro 
hibited refusals to deal would be many. Actual proof of such refusals 
would be difficult."/!

In addition, a provision of this kind could have the following 
undesirable effect. In order to avoid a possible legal challenge by re 
fusing to deal with a blacklisted carrier, marine insurer or vendor, when 
an order from an Arab country was involved, a company might make general 
use of non-blacklisted firms in all of its overseas operations. This 
could occur because of concern that if blacklisted firms were used except 
for projects in Arab boycotting countries, this could be considered prima 
facie evidence of a refusal to deal./2^ Thus enactment of such a provision 
could produce results more damaging to blacklisted firms than the existing 
situation.

Other aspects of "refusal to deal" provisions.—Aside from the 
enforcement problems, the approach of prohibiting refusals to deal should 
be examined from another viewpoint. An agreement or a certification by an 
exporter to the effect that a blacklisted carrier will not be used is 
hardly meaningful when, as a practical matter: (1) a blacklisted carrier 
would not be permitted to unload at an Arab port; and (2) the owner of 
the carrier is not likely to offer the vessel for such a voyage. The 
situation is only slightly different with respect to nonuse of blacklisted 
marine insurers and vendors. Presumably, the Arabs, faced with the pros 
pect of dealing with such firms, probably would not enter into the trans 
action.

If a prohibition against certifications with respect to black 
listed carriers and blacklisted marine insurers were enacted, in those cases 
where the Arabs wished to obtain U.S. products the prohibition could be 
avoided by their placing the order on a f.o.b. plant or f.a.s. port basis 
and by their selecting the carrier and insurer. Since in such an eventu 
ality the Arabs might well select non-U.S. carriers and marine insurers, the 
interests of both the U.S. transportation and marine insurance industries

I/ See Statement of Elliott L. Richardson, Extension of the Export Adminis 
tration Act of 1969: Hearings Before the Committee on International Re 
lations, House of Representatives, Ninety-Fourth Congress, Second Ses- 
sion, Part I, June 8, 9. 10, 11, 15 and 16. and August 10 and 24, 1976, 
pp. 273-95.

21 This point, among others, was made by Secretary of the Treasury Simon 
in testimony last June on proposed antiboycott legislation. See State 
ment of William E. Simon, Secretary of the Treasury, Extension of the 
Export Administration Act of 1969. Ibid, pp. 48-53.
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could be adversely affected. It is significant that a statement last 
summer by the American Institute of Marine Underwriters, whose membership 
includes some 120 marine insurance companies, recommended that the problem 
of "discriminatory practices" be dealt with "on a federal level preferably 
through diplomatic channels."/! This statement was concerned princi 
pally with the impact on the marine insurance industry of antiboycott laws 
enacted in New York and other states. It notes "a substantial shift of 
boycott-related insurance requests away from insurers in New York, and 
more recently Maryland, to foreign based insurance concerns or concerns 
whose interests lie primarily in other jurisdictions." [Emphasis sup 
plied. ]/2 Thus, in New York and Maryland where antiboycott laws have been 
enacted, marine insurance business is being diverted not only to other 
states but also to foreign countries./3 Certainly this suggests that en 
actment of a federal antiboycott law along the lines of S. 69 and S. 92 
(and H.R. 1561) would not improve the position of U.S. marine insurers but 
would, when the Arabs choose to continue purchases in the United States, 
simply result in the transfer of such business to foreign firms.

_!/ See "Statement of the American Institute of Marine Underwriters,"
Extension of the Export Administration Act of 1969, op. cit., p. 658.

21 The statement also urges that, should diplomatic efforts fail or if 
Congress should determine that legislation is required, federal 
legislation should contain language preempting state antiboycott 
law so that regional or state differences will not result in geographic 
discrimination among U.S. businessmen.

_3/ There also have been allegations that New York City's decline in volume 
of oceangoing traffic is due in substantial part to the state anti- 
boycott law, but apparently "proof" is not available.
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Attachment D

"Compliance" With Boycott-Related Requests

In October 1976 the Department of Commerce began making avail 
able to the public copies of reports received from U.S. companies concern 
ing boycott-related requests as defined in the Export Administration Regu 
lations. For a few weeks some newspapers published daily lists of com 
panies which had "complied with the Arab boycott of Israel," and those 
press reports implied that the companies had actually taken action detri 
mental to Israel. This misunderstanding arose in part because of a feature 
of the reporting form which required that reporters indicate whether they 
"have complied with" or "have not complied with" a boycott-related request 
for information or action./I

Department of Commerce 
Release re "Compliance"

Following the decision to make public the reports, on October 19 
the Department of Commerce issued a release to deal with questions and 
confusion which had resulted from the media reports concerning the identi 
fication of companies "complying" with the Arab boycott. The release 
noted that the Department has not and does not intend to publish any 
"list" of companies which have "complied" with the Arab boycott. It adds 
in explanation: "To do so lumps unfairly companies that have in no way 
changed their course of conduct in response to the boycott with those that 
may have taken affirmative steps to boycott Israel."

The release also observed that under the Export Administration 
Act "compliance" includes—and typically involves—furnishing information 
or certification to an Arab country. For example, an Arab purchaser may 
request a certification from an American supplier that it has no subsidiary 
company in Israel. According to the release, "Whether or not the American 
company response is simply a statement of historical fact, uninfluenced by 
the boycott, its responding to the request for certification constitutes 
'compliance with a boycott request 1 within the meaning of existing law. 
Therefore, compliance with boycott requests may, in some cases, involve 
something far different from an affirmative act boycotting the State of 
Israel."

The -release also included the following quotation from a recent 
congressional report which deals with the qualitative implications of 
"compliance" in terms of the Department's reporting requirements:

I/ In early January 1977 the Department of Commerce adopted changes in the 
reporting form which drop use of the word "comply" and permit companies 
to indicate whether they "have taken" or "have not taken" the action 
requested.
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It was difficult to determine from most reports 
whether the fact that a ::irm said it had complied with 
a given request actually meant that it was boycotting 
Israel or otherwise altering its business practices in 
order to gain Arab trade- For example, some companies 
voluntarily stated in their reports that, although they 
had provided the requested documentation, they were 
doing business with Israel. Some of the reporting 
firms are in fact exporting to both Israel and to Arab 
States. Actions of this type would appear to be quali 
tatively different from a company which incorporates 
boycott clauses in purchase orders to its American sup 
pliers or which changes suppliers in order to retain 
Arab business./I

Other Considerations

In addition to the example cited of a company certifying that it 
does not have a subsidiary in Israel, equally innocuous for nearly all U.S. 
firms would be a certificate that the product being shipped does not con 
tain Israeli components. (However, it should be recognized that the Arab 
requirement for these types of certifications could act as a deterrent— 
and it undoubtedly is so intended—to future investments in Israel or use 
of Israeli-origin components.) It might also be asked if a company is in 
fact supporting the Arab boycott—or injuring another American firm—when 
it provides a certification that a blacklisted carrier will not be used. 
Such a carrier would not be permitted to unload in an Arab port in any 
case and probably would not be offered for such a voyage by its owner. 
Even compliance with pro forma boycott-related requests as to the non- 
blacklisted status of vendors—when, as is normally the case, the exporter 
does not know which companies are blacklisted and does not change its 
normal sourcing practice—typically would not constitute any affirmative 
action adversely affecting Israel.

I/ The Arab Boycott and American Business: Report by the Subcommittee 
on Oversight and Investigations of the Committee on Interstate and 
Foreign Commerce With Additional and Minority Views, House of Repre 
sentatives, Ninety-Fourth Congress, Second Session, September 1976, 
p. 31.
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Senator STEVENSON. Mr. Withers.
Mr. WITHERS. Mr. Chairman, I am John Withers, president of 

Grove International Corp., a construction company doing business 
throughout the world and for the last 11 years in the Middle East. 
I am also chairman of the International Construction Committee, 
Associated General Contractors of America, in whose behalf I ap 
pear before you today.

The Associated General Contractors of America is a national trade 
organization representing approximately 8,200 general contractors. 
In addition, AGC has associate membership of 20,000 subcontractors, 
suppliers, and other firms closely related to general contracting. Our 
member firms perform about 60 percent of the annual construction 
volume in the United States and roughly a third of the construction 
volume performed by American contractors overseas.

AGC is firmly opposed to discrimination of any type, based on 
religious or ethnic factors. In this regard, we are in total agreement 
with the intent of the antiboycott legislation now being considered. 
AGC has long advocated equal opportunity with regard to both hir 
ing and training of all employees, regardless of race, color, creed, 
national origin, or sex. We firmly believe discrimination against in 
dividuals or firms on this basis should not be tolerated. However, 
AGC is opposed to the antiboycott legislation as now proposed, and 
further on in my statement we will make recommendations regard 
ing this legislation to which we ask that you give serious considera 
tion. AGC believes the legislation currently being considered in both 
Houses of Congress will have a seriously detrimental effect on the 
future role of the American businessman in the vast and rapidly 
developing Middle East market.

This, in turn, will adversely affect the total American economy. 
It will as well adversely affect the efforts which are presently being 
made to settle the conflicts between Israel and the Arab nations. 
Legislation, unless carefully designed, could prevent American con 
struction companies from working abroad in certain countries. This 
would have a serious affect on the domestic employment situation 
for U.S. suppliers and construction companies which are now ex 
periencing the highest unemployment rate of any industry in this 
Nation.

In addition, in our opinion, it will not accomplish its objective: 
negation of the Arab boycott. And in all probability it will bring 
on more stringent enforcement of the boycott. The denial to U.S. 
industry of the opportunity to participate in the oil-rich market 
area Avould have no stabilizing benefits to the prospects of peace in 
the Middle East.

In point of fact, AGC believes that a reduction in the participation 
of U.S. industry in the Middle East will make an equitable settle 
ment of the Middle East conflict much more difficult. The boycott 
and its related effects are complex issues, swayed by emotional 
consideration.

We would not overreact and adopt legislation that is clearly not 
in the best interest of our Nation, and all of its people.

AGC believes that the boycott problem is not one to be solved 
by the American businessman, nor by legislation.

It is one that should be approached as a foreign policy problem 
and resolved through normal diplomatic channels. To this you may
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respond, "We have tried that method and failed. And, accordingly, 
we must now try other means."

In our opinion, more pressure should be brought by you on the 
State, Commerce, and Treasury Departments to end the Arab boy 
cott by diplomatic means, instead of passing legislation that is so 
stringent that it may force the American businessman out of the 
Middle East market.

We strongly endorse the concept of international trade between 
American businessmen and all countries friendly to the United 
States. We strongly oppose the use of U.S. industry as an agent in 
support of any international boycott.

However, we also firmly believe that the sovereign rights of all 
countries to control the import and export of goods and services into 
their countries have been and must continue to be acknowledged. In 
this connection, we would like to make several recommendations for 
your consideration, if Congress believes that more stringent anti- 
boycott provisions must be added to the Export Administration 
Act.

One. We recognize that the two principles, support of the sovereign 
rights of the country and prohibition of the use of American busi 
nessmen as agents in support of international boycotts, are in conflict. 
Accordingly, we strongly recommend that legislation be designed 
to achieve, to the maximum extent possible, the moral principles 
involved without preventing the participation of U.S. industry in 
the Middle East market. We believe that this can be done.

(2) We recommend that legislation passed at that time exempt from 
its provisions contracts that were in existence prior to the date on 
which the legislation becomes effective.

(3) We further recommend that the legislation passed preempt State 
and other local laws in order to effect a uniform policy throughout the 
United States.

In conclusion, in the opinion of AGC, the risks involved with the 
proposed legislation are great. And the benefits to be gained therefrom 
are minimal. Americans stand to lose much, if not all of their share of 
the growing Mideast market. Many of the more than 2,000 American 
firms presently doing business in the Arab world may be forced to cease 
that business.

Further, it appears that America's role in future Mideast peace 
talks will be greatly reduced as a result of such legislation, which is 
clearly confrontational in nature.

In addition, it is not believed that the proposed legislation related 
to any of the firms presently prohibited from working in the Arab 
world. The risks are great, the benefits to be earned are uncertain, and 
I urge you to consider the risks in this definition before taking definite 
action. Thank you, Mr. Chairman.

[Complete statement follows:]
STATEMENT OP THE ASSOCIATED GENERAL CONTRACTORS OF AMERICA

The Associated General Contractors of America is opposed to anti-boycott leg 
islation now before Congress. So, too, are we opposed to any discrimination based 
on religious or ethnic factors. AGO has long advocated equal opportunity with 
regard to both hiring and training of all employees regardless of race, creed, 
national origin or sex. Discrimination against individuals or firms on this basis 
should not and will not be tolerated. Concurrently, AGC fully supports all U.S.
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laws, Executive Orders and Administrative Regulations which prohibit such 
discrimination. AGO sincerely feels that the punitive sanctions of the anti- 
boycott amendments in proposed legislation to extend the Export Administration 
Act of 1969 are not in the best interests of the United States, the American busi 
nessman or Israel.

THE ARAB BOYCOTT

The Arab Boycott is not a boycott based on religious or ethnic background. The 
Arab League nations, technically still at war with the State of Israel, employ the 
boycott as an economic measure against the State of Israel. While boycotts are 
odious, they are permissible under international laws. The United States has 
frequently made use of such boycotts for maintaining and preserving its own 
security and interests.

In application, there are three kinds of boycotts: primary, secondary and 
tertiary. The primary boycott is the refusal of the Arab nations to trade with 
Israel. It prohibits the entry of Israeli origin products into Arab territory, wheth 
er directly or through third parties, and the transshipment of Arab products into 
Israel. The secondary boycott is the refusal of the Arab nations to do business 
with firms or individuals who contribute to Israel's economic and military 
strength by providing capital and technology through investments, joint ventures, 
licensing agreements, et al. Generally, it does not apply to firms merely selling 
non-military products to Israel. Finally, the tertiary boycott is the refusal of 
the Arab nations to permit the importation of goods and services into their 
countries from companies (both U.S. and foreign) that are deemed to have 
contributed to the economic and military strength of Israel.

The boycott applies to all countries, not just the U.S. Further, there are U.S. 
companies owned or controlled by jews presently working in the Arab world, 
while some Christian and Moslem firms which 'have actively supported Israel are 
boycotted. There is no single, official boycott list (or "Blacklist"), since authority 
to boycott rests with individual sovereign states of the Arab League. "Blacklists" 
are not made public, but it is generally accepted that there are about 1,500 firms 
from all over the world on this list (not including subsidiaries or affiliates of 
primary concerns), and approximately 600 firms, or 40% of the total list, are 
thought to 'be American. Most of these are publicly-held companies, many of 
which are large firms with thousands of shareholders, and not considered as 
being of a religious or ethnic persuasion.

A question frequently raised is whether or not the boycott impugnes the sover 
eignty of the U.S. or the rights of its citizens. We believe that it does not. It is 
illegal for American companies to discriminate on the basis of race or religion 
and the penalties for civil rights infractions are severe. It should be pointed out, 
however, that American firms doing work in the Middle East are rarely asked, 
as a condition of doing business, to discriminate against others (including Ameri 
can firms and individuals) on the basis of religious or ethnic factors.

No American individual or firm is forced to do business with the Arab nations 
nor forced to cease from doing business with Israel, but in some cases a company 
cannot do both. The Arab nations do not tell an American businessman that he 
cannot buy the products or services of any firm for use anywhere else in the 
world, but they do say that, in some cases, those products or services cannot be 
used in the Arab world.

In 1976 a Congressional Subcommittee reviewed over 30,000 incidents of boy 
cott compliance and found fewer than 15 incidents involving discrimination 
based on religious or ethnic factors. These incidents were traced to minor Arab 
officials who were acting outside of the authority of the Arab Boycott Office. 
Clearly, it is not the intent of the Arab Boycott of Israel to discriminate against 
individuals of certain religious or ethnic backgrounds.

THE EFFECTS OF ANTI-BOYCOTT LEGISLATION

Some individuals and groups feel that such legislation will cause the Arab 
nations to change their boycott demands and that they cannot possibly complete 
their ambitious development programs ($140 billion over the next five years in 
Saudi Arabia alone) without U. S. products, services and assistance. Most 
businessmen who have visited the Middle East and have worked in the AraT) 
world will testify that nothing is further from the truth. There is very little 
that the Arab nations are presently getting from the U. S. that they cannot get 
and will not get from Western European, Korean and Japanese firms, and this 
includes all of their construction needs. This legislation, if enacted, would not 
open the way for any of the 600 boycotted U. S. firms to participate in the Arab
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market. Instead, it could result in foreclosing these markets to many of the 
thousands of companies now doing business (or those companies having the 
potential for future business) in the Middle East. The U. S. share of the Mid- 
east construction market is expected in the next five years to be some $30 
billion (of a total projected market of $200 billion). This can be extrapolated 
into some 600,000 to 800,000 jobs in the construction industry and related fields.

The effect of losing the Mideast business on the American economy can best 
be demonstrated by looking at examples of individual companies. Company A 
has a total construction volume of Mideast work of $240 million, of which $130- 
$140 million was processed from the middle of 1974 to the end of 1976 (30 months). 
A total of 10 jobs in the Middle East are included in these figures. Of the $140 
million, nearly $52 million was allocated for the purchases of U. S. goods and 
services. Specific purchase amounts ranged from $20 million in one state to 
$1,200 in another. Companies in a total of 37 states received contracts for this one 
Mideast job. In addition, another $6.5 million represents salaries paid in the 
CJ. S. for Saudi-based employees. In other words, 42 percent of the total dollar 
value of the contract for these 30 months was regenerated in the U. S.

Another general contractor has a single job in Abu Dhabi totaling some $52 
million, who then contracted with an Alabama firm for its products totaling 
$23,350,000. In addition, other materials were purchased in the U. S. in the 
amount of $91,000. Construction equipment (all American) was purchased in the 
amount of $1,790,000; small tools and supplies amounted for another $331,000. 
The contractor himself is employing 27 Americans on the job in this country and 
17 at the project site. As is readily observed, many jobs are represented by the 
purchases made by American firms with contracts in the Middle East. Similar 
data from other companies are available from the AGO headquarters.

THE AGO POSITION

AGO opposes anti-boycott legislation because we feel that it would have a 
seriously detrimental effect on the future role of the American businessmen in 
the vast and rapidly developing Middle East market. This, in turn, would 
adversely affect the total American economy. Such legislation would result in 
losses in business and jobs in the U. S. If this legislation is passed by Congress, 
the U. S. Government will be discriminating against all U. S. firms presently 
working in the Middle East. No American will benefit from such legislation, nor 
will Israel benefit. The benefits, instead, will accrue to the Western Europeans, 
the Koreans, and the Japanese who will absorb the nearly 15 percent of the 
Middle East market now being handled by American firms. The order of 1000 
trucks won't go to Chevrolet—instead it will go to Mercedes Benz or Datsun.

A DILEMMA

Large U. S. construction companies doing work in the Middle East often have 
an opportunity to have primary choices made by their Middle East customer. 
For example, a large construction company hiring the services of various sub 
contractors would probably submit the names of several subcontracting firms to 
their client's representative with the responsibility for the selection resting with 
that client representative. Hence the decision to use or not to use the services 
of any single American firm would be made by the Middle East owner and not 
the American businessmen.

However the situation is different in the case of a U. S. general contractor 
who might have a building contract in the Middle East. In the conduct of this 
job, the contractor will have to procure hundreds of items ranging from materials 
such as steel and cement to door knobs and windows. Generally the contractor 
will request bids from suppliers and the lowest qualified bidder will usually get 
the job. At that point the general contractor will have to get the product as well 
as all of the other hundreds of items for use in the job approved by the Middle 
East country's consulate or embassy. In the event that the supplier selected by 
the general contractor is on that country's blacklist (because of its contribution 
to the economic and military development of Israel) the general contractor will 
be told he cannot use that firm's products.

At that point the general contractor has three choices. He can buy that firm's 
products only to have entrance to the Middle East country denied when the ship 
arrives. This is clearly a futile approach. He can buy another firm's products, 
but then be siibjected to penalties for "cooperating in an international boycott". 
Legislation should direct itself to this, the only, effective solution to the dilemma.

85-654 O - 77 - U
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The general contractor's only other choice would be to abandon the job thus 
losing 5 percent of the contract price which represents a performance guarantee, 
as well as risking having all other asests on the job confiscated by the Mideast 
country, clearly another futile approach.

American contractors do not want to refuse to use the products or services of 
other American firms. However, in recognizing the sovereign rights of all coun 
tries to control and import and export of goods and services, it appears in the best 
interest of U.S. economic policy as well as U.S. foreign policy that the Middle 
East market remain open to American businessmen. This can be done if legislation 
is designed to achieve to the maximum extent possible the moral principles 
involved without directly confronting the sovereign rights of other countries. We 
hope your committee can help us out of this dilemma.

RECOMMENDATIONS TO CONGRESS

AGO strongly endorses the concept of international trade between American 
businessmen and all countries friendly to the United States. We strongly oppose 
the use of U.S. industry as an agent in support of any international boycott. How 
ever, we also firmly believe the sovereign rights of all countries to control the 
import and export of goods and services into their own country must be 
acknowledged.

In this connection we would like to make several recommendations for your 
consideration if Congress believes that more stringent anti-boycott provisions 
must be added to the Export Administration Act: (1) We recognize that these 
two principles—the support of the sovereign rights of a country and prohibition 
of the use of American businessmen as agents in support of international boycotts 
are in conflict to some extent and we sincerely request that legislation be designed 
to achieve, to the maximum extent possible, the moral principles involved without 
preventing the participation of U.S. industry in the Middle East market. We 
believe that this can be done. (2) We recommend that legislation passed exempt 
from its provisions contracts that were in existence prior to the date on which 
the legislation becomes effective. (3) We further recommend that the legislation 
passed preempt state and other local laws to effect a uniform policy throughout 
the United States.

In conclusion, the risks involved with the proposed legislation as it is being 
interpreted by some are great. Americans stand to lose much, if not all, of their 
share of the growing Mideast market. Many of the more than 2000 American 
firms presently doing business in the Arab world will be forced to cease that busi 
ness. Further, it appears that America's role in future Mideast peace talks will 
be greatly reduced as a result of such legislation which is clearly confrontational 
in nature. In addition, it is not expected that the proposed legislation will aid any 
of the firms presently prohibited from working in the Arab world.

The risks are great. The benefits to be gained are uncertain. AGO urges your 
careful consideration of the risks and benefits of this legislation before taking 
definite action.

Senator STEVENSOX. Thank you, Mr. Withers.
As I mentioned earlier, this subject has generated as much emotion 

and pressure as I have seen generated by any issue since I came to the 
Congress. The House, in righteous indignation last year, passed legis 
lation that would have prevented the importation of oil from the Mid 
dle East, except Iranian oil. It is difficult to be reasonable about this 
subject without appearing unreasonable to both sides.

Now, I agree with at least a part of what almost all of you have said 
or implied. This situation could provide a loss of trade in the Middle 
East. In my way of thinking, that loss would not damage the United 
States if it is to implement the principle of American sovereignty, 
but if it is a result of American hypocrisy, then we will sustain dam 
age and rightly so.

Mr. Stewart, you referred to myths and realities and said you didn't 
have time within that 5-minute limit to get into it. I want to give you 
an opportunity to expand on the myths and realities, and also in con 
nection with the charge of hypocrisy, ask you to elaborate on your point 
about American boycotts. I am not familiar with any U.S. boycotts that
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are similar to the Arab boycott. The Cuban boycott, for example, is not, 
I believe, a secondary boycott.

Would you be specific on that point?
Mr. STEWART. First, to go to some of the myths, and the use of that 

term is not intended to demean anyone who doesn't agree with me, 
I just feel that they are myths.

For example, one myth: The Arab boycott is intended to discrimi 
nate against U.S. firms that have Jewish owners, directors, or man 
agers. We see no evidence of that to the extent of our knowledge.

Another myth: The Arab boycott is intended to prevent United 
States and other foreign firms from "doing business" with Israel. That 
is absolutely inaccurate. There is nothing to prevent an American firm 
from exporting to Israel, and many do at the same time the boycott 
is in effect.

To be entirely fair and candid, the Arabs frown upon U.S. invest 
ment in Israel, which position I do not approve of, but as to exporting 
from the United States to Israel, there is nothing in the boycott that 
precludes it. To the best of our knowledge, companies doing business 
with the Arab nations have not been asked to agree to any such 
prohibition.

There was a problem, but that to some extent has been cleared up by 
a change in the reporting to the Department of Commerce.

Senator STEVENSON. If I could interrupt at that point, Mr. Stewart. 
If all this legislation does is prohibit compliance with a boycott on 
account of race or religion, why should anybody be opposed to it? 
If all it does is prohibit compliance with a request to boycott the State 
of Israel, and that is not one of the intentions of the so-called boycott, 
why should you be opposed to it ?

Mr. STEWART. We are not opposed to your statement as far as you 
have gone, but we are opposed to, for example, the "refusal-to-deal" 
provision, which I referred to in my judgment as being both wrong 
and unenforceable.

Senator STEVENSON. You referred earlier to intent. Only one of these 
bills requires intent to comply. One of them, to become an offense under 
the bill, requires an intent to comply. The other makes a mere action, 
however unintentional—a clerk's mistake—an offense against the law.

Mr. STEWART. I am aware of that distinction and I should have rec 
ognized it when I referred to it. I was speaking of the unfortunate 
use of the words "compliance with Arab-related boycott requests." 
That is being cleared up by a change in the regulations of the Depart 
ment of Commerce.

I also want to point out that it is a myth to believe that other indus 
trial countries do not have technological ability to deal with the Arabs, 
to fill the gaps which would be substantial, if companies and project 
managers, et cetera, in the United States are precluded, as a practical 
matter from doing business with the Arabs.

It should also be pointed out that the administration of the boycott 
is uneven, and some companies have been successful in doing what I 
think Government very properly expects them to do; that is, to try 
to negotiate out any provisions that are invidious either to the company 
or the U.S. Government. But that clout does not rest with every 
company.

I think those are illustrative, at least, of some of the things that 
I referred to as myths.
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Now, you have posed another question.
Mr. PRATT. Maybe I can fill in on the question about the United 

States——
Senator STEVENSON. Why don't you use the microphone so every 

one can hear you.
Mr. PRATT. You asked the question about the U.S. controls that 

might be similar to the Arab boycott.
Actually, the United States through the Trading with the Enemy 

Act covers operations overseas by U.S.-controlled affiliates, and pro 
hibits them, in effect, from dealing directly or indirectly with several 
Communist countries, as well as Rhodesia. There are those controls, 
in addition to the treatment of Cuba, or of ships that visit Cuba or 
that will be going to Cuba.

Mr. STEWART. We are not inferring, Mr. Chairman, that we approve 
necessarily of those boycotts as a matter of principle.

I don't think the U.S. Government walks through this subject with 
clean hands if you deal with the philosophical and principle aspects 
of what is equivalent or similar to a boycott.

Senator STEVENSON. I still don't think I have an answer to my ques 
tion. You suggested earlier the Arab boycott was similar to American 
boycotts and implied, at least, that this legislation was hypocritical. 
I am asking for the similarity. I don't see it.

Whether it's Trading With the Enemy Act or under the reexport 
prohibition that takes place under the Export Administration Act 
or whether it is Cuba where we don't boycott persons or firms doing 
business with Cuba, where is the similarity ?

Mr. PRATT. The similarity is that controls, whatever they are called, 
primary or secondary boycotts, this type of controls extended abroad, 
have extraterritorial effects.

For example, an American-owned or American-controlled company 
in France and the United Kingdom can have no dealings with Viet 
nam, Korea, Cuba, without Treasury licenses, and so forth, purchase 
or sale.

Mr. STEWART. We don't say they are necessarily identical, but they 
do involve an exercise of sovereignty with extra territorial effects.

Senator STEVENSON. Every nation will resort to any power within 
it means including the power to boycott, but I am not aware of any 
comparable attempt by the United States to boycott firms and coun 
tries which do business with others. I don't think we are a party to any 
secondary boycotts.

Mr. STEWART. We would be glad to spell that out with supplemental 
memorandums. We do feel those controls which the United States exer 
cises, and presumably for good reason, are comparable, at least in 
terms of principle, to the boycott of the type the Arabs employ. That 
does not make the Arab boycott right.

We will submit a more detailed comment on that point.
Senator PROXMIRE. As I understand the testimony so far, it appears 

that you gentlemen don't really have much obiection to the bill as I 
see it. We just seem to be passing each other. You don't seem to dis 
agree with the provisions in the bill which prohibit secondary or ter 
tiary boycott, as far as exporting is concerned, at least.

You say there is some concern on your part with investment actions 
by the Arab countries to prevent investment in Israel, but as far as 
exporting goods are concerned, you don't see these is anything—in
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the first place, that they are acting against such export in any way; 
and in the second place, if they are, you think it is perfectly proper for 
us to pass legislation that will prevent it.

Is that correct ? Do all of you agree with it ?
Mr. WITHERS. May I make a statement ?
Senator PROXMIRE. Yes, sir.
Mr. WITHERS. In respect to the secondary and tertiary boycott, the 

problem as we see it is, we go out—which is, I believe, our practice of 
an American construction company—we go out and we get five or six 
quotations, based on firms that we know, and manufacture the goods 
that are required. Speaking for my firm, we don't attempt to find put 
whether any of those firms are on the boycott list or not. We solicit 
those quotations and normally we decide to buy on the basis of the 
lowest price.

At that time we must take the commercial invoices, and so forth, 
to the council and get them certified. The council may say, "No, 
we will not certify this firm because it's on the blacklist." At that time, 
if you have passed your legislation which says we cannot refuse to 
do business with anyone, we are going to have about three alternatives:

One is to, of course, refuse to do business, go back to the company 
and say, "We are sorry, we can't buy from you. If we do that, it 
appears we would be in conflict with the bill as you intend to pass it."

Our other alternative would be to buy from the company regard 
less of the fact they are on the blacklist; and in that event, we can't get 
it into the country.

Senator PROXMIRE. What you are talking about is a tertiary boycott, 
and you are indicating that you think it would be wrong or imprudent, 
at least, for us to pass legislation that would prohibit a tertiary boy 
cott because we would lose business.

Is that right
Mr. WITHERS. I am trying to make the distinction. We will try 

to abide—try not to abide by the tertiary boycott, but we are in the 
position if we cannot get goods into that country, then what are we 
going to do ? We can't fulfill the contract we have undertaken to take.

Senator PROXMIRE. That is the purpose of this.
Mr. WITHERS. That may put us out of business.
Senator PROXMIRE. It may or may not.
Mr. WITHERS. I agree, it may or may not.
Senator PROXMIRE. We want to make it economically unacceptable to 

the Arab countries that they will not pursue this tertiary boycott 
policy of telling American firms what American firms they can deal 
or not deal with.

Let me get into something elese. You say a congressional subcom 
mittee reviewed over 30,000 incidents of boycott compliance and found 
fewer than 15 incidents involving discrimination based on religious 
or ethnic factors. Frankly, I find that citation grossly misleading. 
What the report stated was 15 instances of discrimination were found 
in 4,000 reports reviewed, but the significant numbers of such inci 
dences may not have been reported because of loopholes in the Com 
merce Department's reporting regulations.

As a matter of fact, in May of 1976, the Commerce Department held 
a conference with businessmen to discuss ways, and I quote, to escape 
the reporting mandate contained in the Export Administration Act.



160

My question is this: I take it from your statement that the number 
of cases is so diminimished you would, at least, favor the provisions of 
this bill preventing supplying of any Arab nations that consider——

Mr. WITHERS. Yes. I have a little difficulty, Senator, understanding 
how a company can have a religion. Now, there are companies on the 
blacklist, many of them——

Senator PROXMIRE. What's that ?
Mr. WITHERS. I say, companies are on the blacklist, but I don't 

believe they are put on there because of their religion, because I don't 
believe a company has a religion.

Senator PROXMIRE. Nobody says the company has a religion. We are 
talking about blacklisting of American firms owned by people who 
are Jewish Americans or with chief executive officers who are Jewish 
Americans. If you are saying that isn't the policy, then you should 
have no objection to the bill.

Mr. WITHERS. I am not saying that. I don't believe that is the pri 
mary reason for firms being on the blacklist. We believe the primary 
purpose is because the Arab governments——

Senator PROXMIRE. I think that's right. I think most of the cases 
have been because these companies have been dealing with Israel and 
i hey want to stop it, but there has been another element, that we think 
good documentation has been involved in, where American firms run 
by Jewish Americans or owned by Jewish Americans have been black 
listed.

If you say that is not important or not significant, or that you would 
support legislation trying to get at that problem, that's fine. We agree 
we have no problem here, as far as that is concerned.

Mr. STEWART. Before you go on, Senator, may I comment?
Senator PROXMIRE. Yes, sir.
Mr. STEWART. Does the committee have access to the blacklist ?
Senator PROXMIRE. The staff tells me we have as complete and com 

prehensive a list as we can get. It is not always up to date. We have 
access to it.

Mr. STEWART. May I pursue for a moment, by asking how many 
are on that list?

Senator PROXMIRE. I understand about 1,500 firms are on that list.
Mr. STEWART. I would be very surprised if there were 1,500. Also, 

I am sure you are aware that being on the blacklist, in some instances, 
does not mean it is enforced in every case.

Senator PROXMIRE. This is public; we are happy to make it avail 
able to you, to the press, or anybody else. We can give you the list any 
time you want it.

Mr. STEWART.' I think we would like to have it.
Thank you, sir.
Senator PROXMIRE. I would like to ask you, further, Mr. Withers, 

you cite instances where American firms give up their management 
prerogatives under terms dictated by the Arabs. YOU cite substantial 
volumes of U.S. businesses under the control of the Arabs. You are 
fearful that the boycott legislation will pass and the Arabs will pull 
out and take all their business elsewhere.

That is a practical consideration. But I don't think we are as help 
less as you made us out to be and I disagree with your notion that we 
just should ignore the moral elements. The fact that this is interfer 
ence with American sovereignty and American firms and, in my
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view, the importance of providing assistance to a country which we 
should support, Israel.

Don't you really think our Government should use all its authority 
to prevent the Arabs from, enforcing their attitude toward Israel on 
us ? You don't condone restraints of trade, do you ?

Mr. WITHERS. No; I agree with you, Senator. In fact, I think in my 
oral statement, I recognize that, and then I said, accordingly, we 
strongly recommend that legislation be designed to achieve, to the 
maximum extent possible, the moral principles involved without pre 
venting the participation of U.S. industry in the Middle East market.

What I am asking you to do, in simple language, is to achieve our 
objective, which is a common objective, but don't put us out of busi 
ness.

Senator PROXMIEE. When you say, "Don't put us out of business," 
there is no gain without pain, as Senator Stevenson's father used to 
say, if we are going to make any kind of progress in this world we 
have to take risks. It isn't painless. I realize we are perhaps losing 
some commercial advantage, maybe losing some profits, maybe losing 
some jobs by following legislation which is moral and right, but may 
be it is going to be very painful for individual firms.

It seems to me, if this is the right course, and we should not permit 
other countries to interfere with our own sovereignty and the right 
of our American firms to deal with whomever they wish, then I think 
we should make that sacrifice.

Mr. WITHERS. Mr. Proxmire, nobody forces any American firm to 
go to the Arab countries and do business. You go there and you 
examine the various conditions of contract, as you would in any coun 
try, no matter whether there is a boycott involved or not, and you read 
those conditions of contract, then determine whether or not you can 
live with them.

Senator PROXMIRE. Mr. Holland, you indicated that these bills would 
be interpreted by the Arabs as an affront to their sovereignty. What 
about the affront to our own sovereignty, both foreign and domestic, 
which the Arab boycott forces on us? Shouldn't we take a stand on the 
principles of free trade for our own companies?

Mr. HELLAND. I will speak from my own background and what I 
have been subjected to by the Arab countries or by other countries. It 
is common when a buyer wants to fill a contract, and there are various' 
subcontractors involved, assuming a case of a U.S. customer and a 
U.S. contractor, that the U.S. customer will say "I want you to choose 
my valves from one of these three manufacturers and not a fourth one." 
If you go down to buy a suit, you might want to get a Hart Schaffner 
and Marx but not a Hickey Freeman. I think that is your right.

We have had less specification by Arab customers in that regard 
than we have by U.S. customers.

There has been a lot of discussion about the blacklist this morn 
ing.

I frankly find myself somewhat at a loss to discuss the blacklist, 
because as far as our experience as a company, and as far as the ex 
perience of our member companies that I have heard about, the black 
list of various firms has not been an issue, other that the selection of 
a carrier——

Senator PROXMIRE. Other than what?
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Mr. HOLLAND. Selection of a carrier. If you propose to ship goods 
to an Arab port, you would not under any normal circumstance select 
a blacklisted carrier, if you knew he would not be allowed to discharge 
the goods in the port. To the extent that they ask you to certify you 
are not using a blacklisted carrier, or a carrier of Israeli origin, there 
has been some interference on sovereignty, but I don't think that is 
really as much an interference in sovereignty as an exercise in judg 
ment.

Senator PROXMIRE. My time is up. Thank you, Mr. Chairman.
Senator STEVENSON. If the Senator would yield on his time, which 

is expired, the bill, either bill, prohibits compliance with that aspect 
of the boycott. You are still free to ship or not to ship on blacklisted 
carriers, on Israeli carriers, that-is.

Mr. HELLAND. The question was about our sovereignty to make deci 
sions. I was saying that that was the only possible imposition of con 
trols over our sovereignty of decisionmaking.

Senator STEVENSON. I am saying that is not an imposition——
Mr. HELLAND. I answered what I interpreted to be the Senator's 

question.
Senator STEIVENSON. Mr. Williams?
Senator WILLIAMS. It is clear, you all come from highly competitive 

business areas. You are certainlv not in a situation where you are 
presently the sole source in vour business activity, in the Middle East 
ern countries. Is that right?

You are in an international competition for business.
Mr. STEWART. I would agree with that.
Senator WILLIAMS. All of you. What country—what companies and 

from what countries, not the name of the companies, but what coun 
tries do you have business competition that you find most intense?

Mr. HELLAND. Senator, may I choose to answer that question, then 
the others may want to comment.

I choose to answer it because there has been a lot of discussion about 
the clear-cut superiority of the American suppliers of petroleum 
equipment.

In fact, it has been said in general discussions that they can't do 
Avithout us.

.Senator WILLIAMS. You have already said you are not a sole source. 
You are in intense competition. From what countries?

Mr. HELLAND. There are many suppliers capable of delivering 
equipment competitive with U.S. manufacturers of petroleum eouip- 
ment—Argentine, Australian, Austrian, Brazilian, Canadian, Eng 
lish, French. German, Italian Japanese, and, as stated in my written 
testimonv, Warsaw Pact nations—particularly Romanians and the 
Soviet Union. These are those from whom the Cameron Iron Works 
has felt competitive pressure. Across our product lines, we have re 
ceived more serious competition from the Austrians, Germans, Italians, 
Japanese, and Romanians.

Senator WILLIAMS. You had three, Coinmon Market countries, Ger 
many, France, and Great Britain. How do they handle this boycott?

Mr. HELLAND. I have seen no limitation upon their companies to 
do business with the Arab nations.

Senator WILLIAMS. Say that again.
Mr. HELLAND. I have not seen personally, or do I know of any re 

strictions they place upon their suppliers.
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Senator WILLIAMS. If you are wrong on that, your case would be 
weakened, wouldn't it?

If Germany, for example, had a clear policy directed to their na 
tionals against being drawn into an enforcer of this Arab boycott, 
your case would be weakened, wouldn't it?

Mr. HELLAND. My case would be weakened. I think we would have 
to analyze the perception of the Arabs toward dealing with the German 
suppliers, as well as the practical limitations that are put upon the 
German supplier.

Senator WILLIAMS. It would be equally true if Great Britain had a 
clear national policy directed to their companies not to be drawn into 
an enforcer of the Arab boycott. Am I right?

Mr. HELLAND. Yes, sir. To the extent it was enforced to the same 
degree that any proposed policy of this country would be.

Senator WILLIAMS. To the same degree. Well, Mr. Stewart sug 
gested he would like to submit some supplementary material on an 
other phase of this. I would like the opportunity later, Mr. Chairman, 
to submit some documentation of some of these countries that I have 
just mentioned. Two of them that do have a national policy directed 
to their nationals, companies within their countries against this boy 
cott.

Mr. STEWART. Sir, you would have to check another point as to 
whether or not any such national policy is enforced by the govern 
ment involved. To the best of our knowledge, most if not all competi 
tor nations do not come even close to the kind of legislation which is 
under consideration here.

Senator WILLIAMS. It is my information tEat Great ~BritairT~and 
Germany do.

Again, we are not going to bring this to the floor tomorrow, so 
there will be time.

I wanted to ask two other things, if I could, Mr. Chairman.
Mr. HELLAND. Excuse me, Mr. Williams, since we are trying to get 

to the facts of this situation, my company does have operations in 
the UK and in Germany. May we also submit what we are told by 
the governments there?

[The following was received for the record:]
Our French counsel has advised us concerning the application of the Arab 

boycott provisions by our French company. Other than refusing to sell to a 
boycotted party, i.e., Israel, or failure to hire due to religion, he has indicated 
no restrictions on compliance with the boycott as a practical matter. There is 
some very unclear legislation pending in the French National Assembly that 
might alter his instructions. It appears, however, that this is worded in such 
a way that it would not hamper operations.

In the United Kingdom, we are told that there is no existing or proposed 
legislation which would make it a criminal offense for an English company 
(including a foreign company doing business in England) to enter into an agree 
ment with another party containing restrictions on the part of the English 
company against trading with Israeli concerns or other concerns which have 
been blacklisted by the Arab boycott offices. Under the Race Relations Act of 
1976 (which has not yet been brought into force by the Government) there are 
restrictions against discriminating against an individual but neither of these 
will apply if the discrimination was in the supply of product for export.

There is no German or Italian law or resni'ation. nor, to our knowledge, any 
pending legislation in either of those countries, which aims specifically at the 
prohibition of cooperation with Arab boycott measures against Israeli com 
panies and/or citizens. There are, however, various general provisions and 
principles of law which may be applied to cooperation with Arab boycott meas-
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ures, although we have no knowledge of any situation in which they have ac 
tually been applied to such cooperation. Provisions with potential impact on 
cooperation with Arab boycott measures are, for example, contained in German 
and Italian unfair competition laws and in general tort principles and, in the 
case of Germany, in antitrust law.

There is no existing or pending Belgian or Dutch law or regulation which 
prohibits cooperation with the Arab boycott or would impose penalties in con 
nection with such cooperation.

While in Belgium there seems to have been little concern about the problem, 
in the Netherlands there seems to have been strong negative feelings about the 
practices involved and sentiment that measures should be taken against them. 
The Dutch government appears to share these views but has not made any 
official statement about the problem.

Senator WILLIAMS. Certainly. Fine. Do any of you feel the impact 
of State law against the Arab boycott ?

There are five States, I believe, that have to some degree, a State 
law directed to companies that are exposed to the Arab boycott. Any 
of you had any experience with State law ?

Mr. HELLAND. Not yet.
Mr. STEWART. We are 'aware of the problem that you indicated, and 

we believe that the State laws should be preempted.
Senator WILLIAMS. Whatever we do should be preempted. While 

you, as companies—I believe New York is one, California is coming 
on——

Mr. STEWART. Excuse me, sir. You are aware, of course, that certain 
Jewish businessmen who traditionally have been heavy in, I believe, 
freight forwarding, have moved out of the State of New York or 
transferred business, because of the New York law.

Senator WILLIAMS. I wasn't familiar with that.
Coming now to this myth and reality, Mr. Stewart, I believe you 

said that the Arab states will not deal with American firms because 
they have Jewish owners. The reality is business .firms have been told 
they can't do business because they within their operations, or within 
associated organizations, did have Jewish owners. You are familiar 
with the famous situation of Merrill Lynch, underwriting could not 
include Lazard Freres. Are you familiar with it?

Mr. STEWART. No.
Senator WILLIAMS. Merrill Lynch said, "No Lazard Freres, you 

can't have them in the underwriting." What did they do? They with 
drew from the underwriting.

There is another brokerage house that went the other way on this. 
This is not myth. It is a reality.

Mr. STEWART. In terms of decree it is a myth.
Senator WILLIAMS. Like the Constitution and like the Arab boycott, 

you got a moving document. I can't buy that. The hypocrisy, I think 
the hypocrisy runs the other way.

You, in supplemental views are going to tell us where we, as a 
nation, are involved in boycotting that comes close to this Arab 
boycott.

No boycotting of any countrv undertaken by this Nation gets any 
where into that second and third degree.

Mr. PRATT. We would like to submit that for the record, (see p. 207).
Senator WILLIAMS. I would like to have one example of secondary 

or tertiary boycotts by Americans.
Mr. PRATT. An American-controlled company in France cannot 

engage in any financial transaction with Vietnam.
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Senator WILLIAMS. Now, American control, certainly as Chairman 
Stevenson said, this is within our sovereign reach, within the circle 
of or sovereignty, American controlled.

Mr. PRATT. I'm not sure that the French Government would accept 
that.

Senator WILLIAMS. We don't accept everything they do, either. We 
certainly know our sovereignty and our sovereign reach, it's Ameri 
can companies, American companies controlling activities, are within 
our sovereign region.

I would appreciate the opportunity to review how you feel we, as 
a nation, are in a hypocritical position. I think we are more hypo 
critical if we don't do something on this Arab boycott, knowing that 
it's all about, as we do so properly, and, I can use the word "ag 
gressively," but it's not aggressive. But clearly state our national prin 
ciples, directed to the denial of human rights in controlled societies 
within nations of Eastern Europe.

If we address ourselves to those the internal wrongs of the Soviet 
Union and don't address ourselves against something we can control 
here in discrimination, I think would be hypocritical.

Mr. STEW ART. Our efforts toward achieving our concept of 'human 
rights as you referred to may abort. You will recall the incident with 
Hungary. U.S. officials said a lot of words, but the Russian tanks 
rolled in. We can't be the policemen of the world in a military sense 
or in a moral sense.

Senator WILLIAMS. Where we do control activity, we do control the 
activities of our nationals. When they are involved in a denial of 
human rights, we can get involved.

Senator STEVENSON. Senator Sarbanes.
Senator SARBANES. Thank you. There is something I want to try to 

be clear about. You seem on the one hand to argue that the boycott 
did not really apply that broadly and does not have that much of an 
economic impact. The list is much smaller than was suggested to us in 
the figures given by the chairman. Then, when it served your argu 
ment, you seemed to move completely to the other side and argue that 
the economic consequences of this would be enormous, that there is a 
tremendous amount of trade and jobs and everything else involved.

Now, which is it ?
Mr. STEWART. Sir, there isn't any inconsistency between those two 

propositions because what we are talking about is the status quo as 
far as our administrative regulations are concerned, which are con 
siderable in this area and also our state of law.

You have to look at what the bill would be, as distinguished from 
what has already been done. This you do not reach. You do not come 
around full circle. The figures are interesting; they are contained in 
our statement, regarding the economic stake that American business 
has in the Middle East.

Yet, on the other hand, it's interesting to note that I believe roughly 
80 percent of the imports by the Arabs come from other than the 
United States.

Senator SARBANES. Is it your position that the boycott now imposed 
does reach in a significant way or does not reach in a significant way ? 

Mr. STEWART. In some situations it reaches. Some it does not.
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Senator SARBANES. Taking in some situations it reaches, in some it 
doesn't, the question I asked was for you to sum that up and tell me 
whether in your opinion it reaches significantly or does not.

Mr. PRATT. Actually, during the 6-month period, April to Septem 
ber of 1976, the totals on trade affected by boycott-related requests I 
think was something on the order of $1.7 billion. That's one measure.

Now, what effect it's having now I don't think anybody can say. 
I think what we are concerned about is what effect this kind of legis 
lation might have.

Senator SARBANES. I understand that's your concern. I want to know 
whether you regard the .boycott as having a significant reach, as far 
as economic impact on American business is concerned here.

Mr. PRATT. Beyond the figures that have been submitted, I don't 
think anyone, I don't believe anyone knows.

Mr. STEWART. As of now.
Senator SARBANES. Do you think this legislation is more needed or 

less needed depending upon the reach of significance ?
Mr. STEWART. I don't think it's just a question of need. I think it's 

a question of wisdom, that it would be unwise for the Congress to act 
in this way at this juncture. I want to make sure that the committee 
recognizes that we are not only concerned about the business aspect 
of this matter.

As citizens, we are genuinely concerned about avoiding—in its 
Government decision—the passage of legislation which will be con 
sidered by the Arabs as a confrontation at a time when we are trying 
to negotiate a peace settlement.

I don't know what the present administration position is, but the 
Ford administration all too late, in my judgment, came to the Congress 
with that conclusion, and it just seems to me that the record ought to 
be clear, we are not just being selfish businessmen here.

Senator SARBANES. I don't think any questions I have asked you so 
far, and I'm still trying to get answers to them, has gone down that 
path.

Mr. STEWART. I agree with that, sir.
Senator SARBANES. I want to try to get an answer to the question as 

to whether the reach of the boycott is regarded by you as being eco 
nomically significant.

Mr. STEWART. In a total sense as of now, with some exceptions, I 
would say no. But, in a total sense in the event this legislation is 
enacted in its proposed form or with a minor variation, I would say 
the impact would be very severe.

Senator SARBANES. You can't really judge that.
Let me ask you this: In Mr. Holland's statement in the beginning it 

says: "To the extent the Arab boycott has the effect of discriminating 
against U.S. citizens or firms on the grounds of race, color, religion, 
sex, or national origin we can and should take a hard line. These are 
fundamental principles we should not compromise.

"On the other hand, to the extent the Arab boycott," you then go 
on to, in effect, compromise those principles. Let me come back to the 
first statement, which runs to the question of the tertiary boycott. 
Have any of your gentlemen made a case for another country being 
able to impose a tertiary boycott, telling company X, an American 
company, that it should not do any business with another American
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company Y, because it has either directors or management or loaners, 
certain people have a certain religious faith.

Mr. STEWART. We don't subscribe to that.
Senator SARBANES. Do you support legislation that prohibited com 

pany X from doing that under any circumstances ?
Mr. STEWART. On the grounds that you stated, yes. But on the other 

hand, if you will put the businessman's hat on in terms of complying 
with the refusal to deal provisions in the bills, and ask how'you 
would comply with those, you would find yourself in very, very deep 
water in a hurry.

There is also a question as to whether they can be enforced.
Senator SARBANES. I take it you agree with that, but.
Then you set out a number of buts, is that correct?
Mr. STEWART. Not on the discrimination point you describe.
Senator SARBANES. Let me ask another question.
Should company X, an American company, be able to refuse to deal 

with company Y, an American company, because company Y trades 
with a particular nation, in which other nations are applying the 
boycott ? Should an American company be able to in effect enforce the 
foreign nations' boycott through its refusal to have economic rela 
tionships with another American company ?

Mr. PRATT. To start off with the question, companies quite often get 
a request to provide a certificate that a blacklisted carrier will not be 
used. This comes up frequently. A blacklisted carrier will not under 
anv circumstances be permitted to visit an Arab port.

The dilemma for the American company is, as we read this legisla 
tion, this kind of certification would be prohibited.

Senator SARBANES. The chairman earlier talked about the carriers.
Let's move on from the carriers and talk about companies other 

than carriers.
Mr. WITHERS. Mr. Sarbanes, I don't think any American company 

wishes to do business because of any reasons vou gave or other reasons 
attributed to the company being put on the blacklist. And we don't 
refuse to do business, but what can we do when we can't get that equip 
ment or material into the country ?

Senator SARBANES. Then you wouldn't be able to enter into the con 
tract, just like now. The law says you can't do business with the Gov 
ernment if you discriminate against people on racial grounds. There 
used to be no such requirement like that. No such requirement. Now 
there is such a reouirement. If you do it, you can't get the contract.

Mr. WITHERS. Most of the contracts I know of—there are excep 
tions—but, at least in my personal experience, require us only to agree 
to abide by the rules and regulations of the country involved. Some 
where along the line we may try to buv something that is manufac 
tured by a company on the blacklist. Having done that, we have re 
fused the entry of that material into the country.

Now, we are not refusing to do business as an American company 
with another company but we can't get material or equipment into 
that country. Now, where are we ?

Senator SARBANES. You are implementing the policy of the foreign 
country that runs counter to our own policies. You are being the in 
strument of implementation. Isn't that the case?

Mr. STEWART. No, sir.
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Mr. WITHERS. No, sir. I don't believe so.
Senator SAKBANES. You become the enforcer.
Mr. WITHERS. I am not refusing. I will buy it and put it on the ship, 

but I can't get it off the ship into the port.
Mr. STEWART. He's not an enforcer. He's doing precisely what you 

want him to do, which is to deal without discrimination with sup 
pliers. Some blacklisted, most not, sometimes you don't know. In many 
cases you don't know. What he's saying is, and I share the view, the 
company that is biiying from a supplier is not enforcing the boy 
cott, he's saying——

Senator SARBANES. Are you suggesting no company should buy from 
suppliers that are on the blacklist? Avoid suppliers on the blacklist? 
You are not saying that ?

Mr. STEWART. No.
Senator SARBANES. Then they are engaged in a selection amongst 

suppliers which has the effect of implementing boycott, are they not, 
if they do that?

Mr. STEWART. What the gentleman was saying is that he's not avoid 
ing the suppliers about whom you are concerned. He goes to his nor 
mal suppliers, or he may find a new supplier, that supplier may or may 
not be on the blacklist, he buys the goods, an act of nondiscrimination, 
but he can't get it into the Arab country if the Arabs challenge it, be 
cause the other company is on the blacklist. That's what the gentleman 
is saying.

He is not in the position of an enforcer.
Senator SAKBANES. I repeat my question. Are you telling me there 

are no American companies that refuse to deal with people that are 
on the blacklist, and, in effect, apply the blacklist?

Mr. STEWART. For one thing, I don't believe the average U.S. com 
pany knows who is on the blacklist. The second point, I'm in no posi 
tion to say there are no companies that would be considered by Gov 
ernment to be discriminating against certain suppliers.

Senator SARBANES. Do'you think a company should be able to do 
that? Or do you think they should follow the policy which you sug 
gested, namely, not being able to select amongst their suppliers on the 
basis of whether they are or are not on the blacklist? Do you think 
(hat's the policy a company should follow ?

Mr. STEWART. I think that's a proper policy.
Senator SATCBANES. Then why don't we have this legislation that will 

make sure that's the case ?
My time is up, Mr. Chairman. Thank you.
Senator STEVENSON. Mr. Helland, I believe you said you were losing 

business to other countries now. I believe you mentioned Germany 
and some other countries. You said this legislation will cause you to 
lose a lot more busiiiess.

What are you doing now that this legislation would prevent you 
from doing, that would cost you so much business ?

Mr. HELLAND. We are currently complying with U.S. laws and regu 
lations, and we are obtaining business based on price and quality and 
so forth. The reporting requirements, or some of the proposed wording 
about some of the things we might not accept——

Senator STEVENSON. What?
Mr. HELLAND. The wording that we might or might not accept under 

the proposed legislation. We are told by our Arab customers—we had
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an instance within the last week, I happened to see a Telex sent by one 
of our plant managers to one of our salesmen in the Middle East, and 
I have had requests to quote—that we have to certify a number of 
things that would be contrary to this legislation—— 

Senator STEVENSON. What are they ?
Mr. HELLAND. That the goods would not be of Israeli origin——
Senator STEVENSON. Let's stop there.
If one of the bills permits the negative statement, does it make much 

difference?
I think Mr. Stewart indicated earlier it didn't make much difference.
Mr. HELLAND. It would to the Arab countries involved.
Senator STEVENSON. Why can't you require a positive statement 

that identifies non-Israeli firms ?
Mr. HELLAND. They can't. We talked earlier, I think you mentioned 

this is a highly emotional issue and we are dealing with sovereignty.
I went back and looked at a number of purchase orders we received 

from Saudi Arabia. There was no language on those purchase orders 
that had anything to do with boycott legislation.

It has now been reinstated. We are told it has been—excuse me——
Senator STEVENSON. Isn't Saudi Arabia changing its requirements, 

it doesn't now require this?
Mr. HELLAND. They didn't; but it is now reappearing.
Senator STEVENSON. It has been changed. It happened a week ago. 

I am talking about now. I am trying to find out, what in this legisla 
tion is going to cost you so much business. So far you referred to 
certificates of origin, including negative certificates of origin, but two 
of the countries don't even require them.

Mr. HELLAND. They are now doing it. They may have required it by 
law, but they have not as a matter of practice required negative state 
ments of origin.

We have been told by both the Syrians and the Saudis they will no 
longer accept positive statements.

Senator STEVENSON. What else in this legislation is going to cost you 
all that business?

Mr. HELLAND. That would be one of the major problems.
Senator STEVENSON. Both bills permit positive statements of origin 

and one permits negative statements.
Mr. HELLAND. The one permitting negative certificates of origin 

would be far more desirable. That one would permit us in many ways 
to keep on doing business.

Senator STEVENSON. Let's say both are committed, what would be 
left in the bill that would put you all out of business ?

Mr. HELLAND. The statement Senator Sarbanes referred to. When 
we supply a product, it must be fit for the service: It must meet the 
temperature requirements, material requirements, and it must obvi 
ously be something that can be imported into the country requiring it.

I think a prudent engineer will select not only something that is 
strong enough and of the right material, but also something that can 
pass through the port.

If one of the reasons it cannot pass through the port is that it was 
made by a certain manufacturer, I don't think a prudent engineer 
would ever select that piece of equipment.
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[A supplementary statement received from Mr. Helland follows:]
In December 1970, and January 1977, I was in the United Kingdom and sur 

veyed our flies regarding boycott clauses. I observed that although our customers 
had not in the recent past requested the use of 'boycott wording, they were be 
ginning to do so anew.

^Senator Stevenson commented that -the wording on the boycott legislation had 
been changed to positive statements of origin rather than negative statements of 
origin. I had not yet heard this although over the weekend of 26-27 February, 
Cameron salesmen and agents in Iraq, the Oman, Abu Dhabi, Saudi Arabia, 
Dubai, Kuwait, Iran, Egypt, Libya and Syria made inquiries in the host coun 
tries concerning such legislation. As of this reading, only Iraq still requires nega 
tive statements of origin. We were unable to get any confirmation in Saudi Arabia, 
although Am moo services in the United States has verified that positive state 
ments of origin will lie acceptable. All the other countries have stated that posi 
tive statements of origin were now accpptaMe, although they still have the nega 
tive language requirements concerning ownership and blacklisting of vessels. I 
think these concessions on the part of the Arabs need to be considered in deter 
mining which concessions we might make in our pending legislation.

Senator STEVENSON. Are you suggesting only blacklisted com 
panies—that a prudent engineer is going to——

Mr. HELLANIX I beg your pardon. I can't hear your question.
Senator STEVENSON. Maybe I don't understand your statement, but 

you are saying a prudent engineer would systematically not buy from 
blacklisted firms?

Mr. HELLAND. I am saying a prudent selector of equipment for ex 
port into an Arab country would not choose goods that would not be 
importable into that Arab country, whether it was because those goods 
were of Israeli origin or manufactured by a blacklisted firm.

Senator STEVENSON. What other provisions of this legislation are 
going to put you out of business ?

We discussed the carrier provision. You can ship by any route by 
any carrier, except blacklisted carriers, but you are not required to ship 
by Israeli carriers.

Mr. STEWART. If I can intervene, beginning our statement we refer 
to certain prohibitions that are contained in the statute. Prohibitions; 
for example, against a. certification that goods or components thereof 
were not produced by blacklisted vendors.

There are a good number of lawyers in the United States who would 
advise corporate clients that that creates serious problems, as do the 
other prohibitions that are referred to in our following language. This 
whole refusal-to-deal section is one of the most objectionable ones.

Senator STEVENSON. I thought I undei'stood you to say earlier, Mr. 
Stewart, you would have no objection to a law which prevented you 
from discriminating against other American companies.

Mr. STEWART. Discriminating on grounds of race or religion——
Senator STEVENSON. Right. But for a political purpose, it is all right. 

I didn't get that distinction earlier.
Mr. STEWART. I think we have to keep one thing in mind above 

everything else. Sure, we are speculating. So is the committee speculat 
ing what this bill would do in terms of reaction—I won't use the 
stronger word "reprisal"—as far as the Arab countries are concerned.

Senator STEVENSON. That is one of the problems. The Congress fre 
quently, especially in moments of haste and emotional moments, enact 
laws that have unintended and somewhat perverse consequences.

Do you think we are enacting into law a counterboycott of the 
Arab states ? A counterboycott ?
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Mr. STEWART. I don't think so.
Senator STEVENSON. That suggestion was made by someone earlier. 

The purpose is really to counter the boycott.
Mr. HELLAND. I think that would be the practical effect of the legis 

lation.
Senator STEVENSON. Why wouldn't an American company, as a re 

sult of this legislation, refuse to explore business opportunities in 
Israel ? That might be an unintended consequence of this legislation, 
the absence of business dealings with Israel could create evidence of 
refusal to deal with Israel.

The best way to avoid any such evidence would simply be to 
refrain from exploring business opportunities in Israel, would it not ?

Presumably, you wouldn't have offers of business to reject. Wouldn't 
it result in adverse consequences for Israel ?

Mr. HELLAND. I know of a number of companies including my own 
that are engaged in trade with Israel.

Senator STEVENSON. That is not my question.
The question is, under the legislation, might Israel be adversely 

affected? Do you agree with that or not? Wouldn't many American 
companies refuse to explore business opportunities in Israel?

Mr. STEWART. I don't get your leap.
Senator STEVENSON. You can't be accused of refusing to deal if you 

have no opportunity to deal, so to avoid any evidence of a refusal 
to deal you avoid any offers, any business opportunities in Israel.

Mr. STEWART. Not only in Israel but you may be compelled to 
avoid opportunities elsewhere.

Mr. HELLAND. I don't think that is a practical possibility when you 
receive a letter in the mail that says, "We are interested in purchas 
ing a certain number of items described in this manner. Will you 
please send us a quotation?"

Senator STEVENSON. What is the implication of that? That Israel 
acquires control over American policy because all it has to do is send 
such letters in the mail, if you reject them, then you are guilty of 
engaging in a boycott?

Mr. HELLAND. It is like Mr. Stewart said, you said we wouldn't 
explore for opportunities in Israel. We explore in Arab countries or 
anywhere else, not only by salesmen knocking on their door; they 
also make a positive inquiry.

When they ask a question, "What is the price of such and such an 
item ?" You give them an offer.

Senator STEVENSON. You are making a good case for this legisla 
tion.

Let me ask you about one particular provision, then I will quit. 
One of these measures prohibits compliance with the visa require 
ments of foreign countries. All countries have visa requirements. 
How would that provision affect your conduct of business in foreign 
countries, including Arab States and Israel? Are you familiar with 
the provisions ?

Mr. WITHERS. Yes, I am, Senator.
Also I am looking at what I believe was a statement by you, "These 

prohibitions would not apply to the following compliance by indi 
viduals with immigration requirements of the boycotting country."

Senator STEVENSON. One of the bills permits compliance with visa 
requirements. The others do not.

85-654 O - 17 - 12
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I am asking you about the bill that does not permit compliance 
with visa requirements.

Mr. WITHERS. If it is part of the law——
Senator STEVENSON. Saudi Arabia doesn't permit women to work. 

Doesn't that raise a question in your mind about the effect of this 
legislation ? Have you thought it through ? What happens if you try 
to go or somebody makes an attempt to go to work in Israel with a 
former occupant or resident of one of the occupied territories and 
they won't let them back in ? Have none of you thought through the 
consequences of that provision in that bill on the>conduct of Amer 
ican business abroad if you can't comply with the visa requirements of 
the foreign country?

I am giving you an opportunity to say something that is pretty 
obvious.

Mr. HELLAND. Senator, as we talk about sovereign rights of coun 
tries, I would think that it was within the rights of a country—be it 
an Arab country, or Israel, or the United States—to regulate who 
was allowed in their country.

Senator STEVENSON. What happens if this bill goes into effect in 
Saudi Arabia?

Mr. HELLAND. I am not familiar with that particular part of 
the——

Senator STEVENSON. That is evident.
[It was requested that the following appear in the record:]
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' Pctroteuin 
Equipment Z^~' ** ̂ g
SUPplierS 713/223-4909

Association
March 10, 1977

The Honorable Adlal E. Stevenson 111 
Chairman, Subcommittee on International

Finance of the 
Senate Committee on Banking, Housing,

and Urban Affairs 
5300 Dirksen Senate Office Building 
Washington, D. C. 20510

Dear Senator Stevenson:

During my February 21, 1977, testimony for the Petroleum Equipment 
Suppliers Association on the subject of the Export Administration Act, you — 
requested that 1 furnish you additional comments concerning the serious ques 
tions raised by certain visa prohibitions contained in S. 92. This letter, 
which I would like to have made part of the record, contains ny comments on 
that subject.

There are two provisions in S. 69 which relate to visa requirements of 
foreign countries, one of which does not appear in S. 92. At page 23, lines 
20 through 22, Section 4A(a)(l)(D) prohibits the furnishing of information 
with respect to the race, religion, nationality or national origin of any other 
U.S. person. This subsection is identical in both bills. However, S.92 in 
the preceding language in Section 4A(a)(l) prohibits "any United States person 
from taking or agreeing to take any of the following actions to comply with, 
further, or support any boycott..." S. 69 reads in relevant part "any United 
States person from taking any of the following actions with intent to comply 
with, further, or support any boycott..." The differences are underlined for 
emphasis. On page 25, lines 5 and 6, Section 4A(a)(2)(D), S. 69 provides an 
exception for compliance by an individual with the immigration or passport 
requirements of any country. This language does not appear in S. 92.

It appears that the intent of these sections of S. 69, within the context 
of Title 11, would permit an individual person to comply with specific visa 
requirements of a foreign country when seeking such a visa to perform work 
in that foreign country as an employee of a U. S. firm. The U. S. firm could 
not make representations with regard to such employee's race, religion, 
nationality or national origin, but the individual employee would not be pro 
hibited from doing so. Obviously, the U.S. cannot control through its own 
laws the sovereign right of any foreign country to control people crossing
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over its borders or foreign nationals doing work in that country. One notable 
attempt to do so in trade legislation passed by the last Congress did not meet 
with success but, in fact, had the opposite effect desired. This is true even 
when the policies and principles of this country regarding discrimination 
toward individuals are in conflict with such requirements of foreign govern 
ments.

If U.S. business firms are to conduct business abroad and use U.S. 
employees, thereby promoting U. S. employment as opposed to the employment 
of foreign residents, the U.S. employees must be able to obtain visas where 
required.

A representative sample of visa forms for various Arab countries 
is attached, which forms contain requirements to specify the religion of the 
applicant. While such information might be useful in the event of death or 
serious injury and for other purposes, it might also be used to practice dis 
crimination against individuals of certain faiths. We note with satisfaction 
that certain Arab governments have again officially made clear to the U. S. 
that the boycott of Israel is not based upon religious grounds, nor is its objec 
tive to discriminate against persons of the Jewish faith.

It seems proper that a U. S. firm should be able to go forward with 
a business project or commercial transaction in a foreign country even if 
some of its employees or prospective employees cannot secure a visa and 
even if that visa were denied on the basis of that person's religion. The 
provisions of S. 92 would appear to prohibit a U. S. firm from going forward 
with the project. The provisions of S. 69 would appear to permit a U. S. firm 
to go forward with the project.

We believe it is unreasonable for the policy of the United States to - 
strongly encourage U. S. firms to do business in foreign countries under prin 
ciples of free and open trade but, on the other hand, to prohibit a company 
from going forward with a project once commenced if any single employee 
is denied a visa. While such denial could be for other reasons, it would be 
assumed it would be for purposes of racial or religious discrimination. Further, 
the mere refusal of an individual to provide that information on the application 
could result, in and of itself, in the denial of the visa and the termination 
of the project under the provisions of S. 92. No prudent U. S. firm could under 
take any project in such a country and face the risk of breaching the contract 
by terminating the project or proceed under threat of criminal prosecution 
in the United States under those requirements. The effect, therefore, for all 
intents and purposes, of passage of S.92 would be to prohibit U.S. firms from
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doing any further substantial business in any country which requests information 
on a person's religion, race, nationality or national origin on these applications. 
We seriously question that this was the intent of the drafters.

Thank you for your consideration.

Very truly yours,

GAH:mm 

Attachments

irge \jHelland, President 
Petroleum Equipment Suppliers Association
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AMBASSADE

OU REPUBLIQUE ALGERIENNE DEMOCRATIQUE ET POPULAIRE 
CONSULAT 
D 1 ALGERIE MINISTERE DES AFFAIRES ETRANGERES

a Washington, D.C • , 
if du visi ________

DEMANDE DE VISA

. PRENOMS__________________________________________________________• 
Chrbliin name

DATE ET LIEU DE NAISSANCE _____________________________________:____________ 
Date ind Place of Birtb

PASSEPORT N°______________ DEL1VRE LE _______________TAR ______________ 
Paueport n* Issued on by

A__________________________________VALABLEJUSQU'AU____________________ 
In Eipire,on

NAT1ONALITE ACTUELLE_________________ D'ORIGINE__________________RELIGION- 
Nationality • of Birth Religion

PROFESSION ACTUELLE _____________________________________________________ 
Profeuion

DOMICILE HABITUEL_______________________________________________________ 
Adreia

ETAT CIVIL _____________________________NOMBRE D'ENFANTS _________________ 
Mairied. linfle. divorced. Number of children

MOTIF DU VOYAGE _____________________________________________________
State your reasons for undertaking the (ravel

ADRESSE DU SEJOUR EN ALGERIE _____________ : 
Where will you sta>- in Algeria

DUREE DU SEJOUR ____________________________ _ NOMBRE D'ENTREES . 
How lone will you nay Number of emriej

REFERENCES EN ALGERIE _________________ _ 
References in the ALGERIA

COMMENT SONT ASSURES LES FRAIS DE SEJOUR EN ALGERIE? 
Will you be self sufficient during your slay?

PRENOMS DES ENFANTS VOUS ACCOMPAGNANT __-

DATES DE NAISSANCE _______________________________ ____ 
Dates of Biilh

AVEZ-VOUS SEJOURNE EN ALGERIE? QUAND ET OU? ___________ __ 
Hjve you been alien d) lo Algeria? When and Where?

Ma tignature engage ma responsabilite et m 'expose,
f-f visa accordt n 'entraint nullemcnt I'autorisation en sui dei poursuiies prevues par la loi en cat de 
pour If bfncficiaire d'occuper un emploi salarif ou fausse declaration, au REFUS DE TOUT VISA A 
non en Algtrie. L'A VENIR.

Signature
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EMBASSY OF INDIA

IRAQI INTERESTS SECTION
WASHINGTON. D.C.

APPLICATION FOR VISA

iii*»»vtUJr.

i*-J| i_JJ* ^

Name in full _____ 

Place & date of birth _ 

Occupation ______

Permanent residence &address _

Nationality _ 

Religion __

Number of passport, date & place of issue _

Purpose of journey ____________ 

Approximate duration of stay in Iraq .

Approximate date of arrival in I 

Passing through frontier at ___

Full address in country you are visiting .

Reference in Iraq _

Photograph

JJJo photograph
required for 

- Transit Vila

Signature

.-•^\>

-~'Jyi ,

-IVJl

-v* T-.^' •*•} ^ -«y: •••"

-JJAJl jLj-l .

_i,*Z\ ,>=JJ J-lOl jl^-J

iVI >l—I

jf-'v\ fj
_^'VJI Q..jCj li.) ^jf
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Embassy "Consulate of the Slate of Kuwait

VISA APPLICATION FORM

Name in Full ......................................................................................................... Sex ...........
(Please use block letter) 

Present Nationality ................................................... Previous Nationality ...................................

Profession.......................................................................................... Religion ..........................

Place of birth .................................................................................... Date of birth .................

Passport No. .................................................................................... Place of issue .................

Date of issue ................................................................................. Valid tin .............................

Present address .........................................................................................................................

"§ Address in Kuwait ....................................................................................................................

g Required Visa — Entry/Transit .....................................................................................................

-a Reasons for travelling to Kuwait ..................................................................................................
I !
£ Authority which recommends granting the required vssa (or N.O.C. No.) ............................................

° Duration of proposed visit .........................................................................................................'..
n
& Duration of previous residence and address when last in Kuwait .....................................................

References and their addresses in Kuwait ..................................................;....,.....................;........

Name of family (wife & children if indorsed in The Same Passport) accompanying applicant .......................

Date of arrival ..........................................................................................................................

Name aud address of sponsor in Kuwait ......................................................................................

I hereby declare that the details and information given in this application true and correct.

Place................................................... Date.......................................... Signature.................
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EMBASSY OF THE LIBYAN UiJJl C^J' Cjw-" «;U_ 

ARAB REPUBLIC
WASHINGTON. O.C.

(Consular Section)_____

APPLICATION FOR VISA TO LIBYA

FOR OFFICIAL USE ONLY -laS ,j-~. ^) I J

85-654 ' 242
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Profession ..........,............................................;.......

- -g it . i. K"

.......................... J....;................................ 3_^ji
Purpose of Journey .....................

Have you been to Libya before? .. 

How Many Times?.........................

What was the purpose ..................

.)? o 

? i

Home Address ........................................................................................................ I I) I

Address in Libya ;................................................„.........;..........„,......................

Approximate Date of Arrival ............................................................................ j i-=> ~. j

Intended Means of Travel ..........................:.........................„.......................... .JLy- <^i — II f-*>Jl < I A j II

References in Libya ....................................................................................... l« — 1»1 ^i , o j

Passport No. ..............................................................

Place of Issue ................................................................ i

Date of Issue ................................................................. j

Validity of Passport ...................................................... jV>-J '

Signature of Applicant 

Date .............................. bJ I
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I :.,L-i. 

ROYAL EMBASSY OF SAUDI ARABIA. WASHINGTON, D. C, 20036

Name in Ml ... ......... . .. . ... , ... .............„•......_....-.._....._...._..........._....................

Place and date of birch ....................................................................................: IJVj1 ' &.#} J~ f —— >J"

Nationality ....;,....................-........-...-...-.-.....................................................•...............••..........-..: «- : *?rM Photograph

Religion................................................................................................................................... .......: JJAJI

Occupation .............—..................................................— ............................................................... ; * -fr M

Passport No. ..... ............................................................................ .......u....................... _ . : jlj^Jl *-ij

Place and date of issue .................................................................................... : jij

Permanent address ...... ............. _ ..................................................................; ~J\jj\

Object of visit ............... ................................................................................... .. .. ......: ji-Jl

Port of entry ....................................-.....____..-.............-......-.:...........-..............

Length of suy in S.A. ............. ...............................................................: JSUJl „> 1-V>V1 JJ"

References in S.A......:..............,..................................-.....^

Expected arrival daic ......................................................................... '•'&*+** Jj^jJ' ^y^

Date of application ...... ........ ..... .. ............................................................................... w-l^M faj^*

Signature of applicant ........ . ...................................... .................,.......................: **— J] i_J\i> >-*>
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Senator STEVENSON. Are there any other questions ?
Senator PROXMIBE. I have no questions.
I would like to make sure Mr. Stewart will give us the list of Jewish 

firms doing business with the Arabs that have moved out of New York 
State.

You indicated——
Mr. STEWART. I can't give you that list.
Senator PROXJURE. You don't have any specifics ?
Is it a rumor ?
Mr. STEWART. It is pretty common knowledge there has been a move. 

I think with the committee's resources you can get that information, 
and I think you may even have some testimony in the record before 
these hearings are over.

Senator PROXMIRE. If you can document that in any way, shape, or 
form, I think that is a damaging point, if it is true. If it is not true, if it 
can't be documented, I think we ought to know that.

The only other point I would make, on the basis of the testimony of 
these witnesses, and they do represent the private firms that are most 
concerned; the machinery, allied products, petroleum equipment sup 
pliers, associated general contractors, consulting engineers, and I 
haven't heard any documentation at all as to the damage this would do. 
Any documentation concern, but no documentation as to what the 
damage would be to our business.

No estimates of the amounts. No statistics indicating how much you 
do that might be lost.

No indication how many jobs, if any, might be lost. None of that. 
And no contravening of the very emphatic point, made by the other 
three Senators today, that we should have control over the sovereignty 
of our own firms.

That we should not permit our own firms to be *used as agents of 
foreign countries to enforce the boycott.

You gentlemen didn't challenge that, in my view, effectively at all.
Mr. STEWART. The implication of the law, if it is passed in its present 

form, would require American companies to follow certain procedures 
and if that is accompanied by reaction from the Arab states, which we 
believe it would be, there would be substantial loss of business.

Now, we can't quantify that, because we don't know what the Arabs 
are going to do.

But we think we know what they are going to do, and I think 
Secretary Vance will testify on this point, based on his recent trips.

The Arabs have already anticipated the possibility of this legislation 
passing, and if the press report is correct, the Secretary has been——

Senator PROXMIRE. The Secretary of State is going to testify before 
the committee next week, but you are the expert on the effect this is 
going to have on our economy, if any. You are the first that do business. 
You know far more about it than any Government official, because you 
represent the private firms that are doing business right now.

We don't have anything on the record here indicating we are going 
to have any documented economic loss, if we follow this legislation 
which I think can be—should be supported overwhelmingly on 
principle.

Mr. HELI.AND. Senator Proxmire, if I may call your attention to the 
appendix of my remarks submitted in advance. This does support a 
calculation showing the assumption that would average out 110,500
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lost U.S. jobs per year over the next 5 years. To bring it home more 
personally to the company. I work for in Houston, Tex., where we had 
a very difficult time due to economic circumstances, just laying off 500, 
I can guarantee you the estimate of 850 that we would have to lay 
off were this legislation implemented and were the reaction of Arab 
states as we are fully sure it will be, will prove to be a very painful 
thing, resulting in severe economic hardship to a number of our 
employees' families, as well as to a number of other people in similar 
positions in Houston.

Senator PUOXMIRE. That is the kind of specific claim we want to have 
available, so we can have it challenged by the witnesses, so we can 
consider it.

Mr. WITHERS. The AGO written statement also contains statistics on 
this matter. I won't bother to try to read them now, but they are in the 
written statement that is attached, and we feel that this bill could make 
a very substantial loss to U.S. business and the statistics are given in 
here.

Now, when I say we think they could, nobody knows how this thing 
is going to work. You got a provision now that says do not deal with 
somebody. Now, it is hard to look in a crystal ball and see just what is 
going to happen, but it can be very severe from the statistics we have.

Mr. NEEDHAM. Mr. Chairman, if I might just add to these other 
comments. Again, we have provided some statistics for the record. 
Our firm has about 2,600 employees in Kansas City, and over 600 of 
those were supported by business we generated in Middle Eastern 
countries. So we are talking about an impact of 20 to 25 percent in 
our firm.

Beyond that we ordered materials for a client last year in the range 
of $500 million. Now, those were materials bought by—bought from 
American manufacturers in California and the other 49 States of 
the United States—that could have been bought in Europe

Senator STEVEXSOX. Well, gentlemen, the provisions you have 
spent most of the time discussing aren't going to do you much harm, 
in my opinion.

There are provisions that you haven't addressed that could do 
you some harm.

Senator WILLIAMS. Just one question, Mr. Chairman. This is a 
question directed to the practical operations with respect to the boy 
cott on your day-to-day business methods really.

Mr. Holland, you were talking about, you wouldn't get—you 
wouldn't go to a supplier that was on the blacklist because the product 
could get on the ship, but couldn't make it off the ship in the Middle 
East Arab port.

That suggests to me that you must have the list, the blacklist, and 
consult it before going to suppliers for invitation to bid on your deal.

Mr. HELLAXD. Senator Williams, I believe in one of my earlier com 
ments I said that when we talked about a blacklist there was some 
conjecture, because to my personal knowledge, either at the Cameron 
Iron Works or our member companies, the issue of blacklisted com 
panies has not been raised, with the exception of the carrier.

Senator WILLIAMS. You, it seems to me, you are all jumping at 
shadows and not substance here. The way you put it a little while 
ago, you say it would be foolhardy for any of your companies to use



184

a supplier who is on the blacklist. You haven't seen a blacklist, you 
say.

Mr. HELLAND. That is true. I haven't. In the absence of seeing one, 
I am going to assume no one I deal with is on there.

Senator WILLIAMS. When you get to the port, you got your fingers 
crossed.

Mr. HELLAND. No, sir.
Senator STEVENSON. It may go by a different name, but the boy 

cott list has been open and notorious for years, hasn't it?
Mr. HELLAND. I know of no supplier of the type of equipment 

that either the Cameron Iron Works or other member companies 
use that is a blacklisted company.

Senator STEVENSON. The list exists. If you haven't seen it, I will 
show it to you.

Mr. HELLAND. I have made a note to write and ask for a copy of 
that list, because I have been unable to find it in the past.

Senator WILLIAMS. I am still mystified and have a feeling that 
you rugged men of business are just jumping at shadows. You are 
telling us you are supplying things that you don't know, according 
to Arab determination, whether it will be accepted or not.

Mr. STEWART. We are not jumping at shadows. We are giving you 
the best opinion we can as to what effect we think this bill will have, 
as to the degree to which our country is risking reprisal, and at the 
very minimum disturbing, beyond the business considerations, a hope 
that the new administration can bring about a settlement.

Senator WILLIAMS. Let's come at this another way. Do you give 
to the country that you are going to supply a product a list of your 
suppliers that go into your end product?

Mr. HELLAND. No, sir.
Mr. STEWART. Some of them are identifiable.
Mr. HELLAND. If yon have a nameplate on it, "manufactured by 

the ABC Manufacturing Co.," it is obviously identifiable.
If the ABC Co. were on the blacklist, the presumption under which 

we have operated is that we would know that or would be told that. 
We have not received a copy of the blacklist. I have asked in various 
Middle Eastern countries, Abu Dhabi, Saudi Arabia, if such a list 
were available and was told, no. It is available in Damascus——

Senator WILLIAMS. When you are bidding a contract for one of 
the Arab boycott countries, when you are bidding a contract for an 
other country, what differences are there in this way you put your 
contract together in terms of suppliers and getting ready to bid?

Mr. HELLAND. The major contracts that we fill are such that there 
would be no difference. I think possibly the contractors might have 
another answer.

Mr. WITHERS. We put out bids. We get quotations on materials 
just as we would later on. We don't check on origin or anything.

This says "refrain from doing business with any person." That is 
what worries me.

If we sign a contract that requires us to abide by the laws and 
regulations of Saudi Arabia, it is possible that we will come in con 
flict with this provision. At that time, we will be prevented from ful 
filling our contract at a severe penalty to ourselves or be in violation 
of this provision.
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Senator WILLIAMS. Speculation. Speculation. That is what I call 
shadows——

Mr. WITHERS. It may be speculation, but a businessman must make 
that decision. He may make the decision not to enter into the con 
tract, thus losing the volume of business that he might otherwise do 
and never be in violation of that provision.

Mr. HELLAND. Mr. Chairman, you asked earlier about questions 
concerning visa requirements. May I submit written testimony on 
that?

Senator STEVENSON. Yes. I wish you would. I think that provi 
sion in one of these bills raises serious questions.

Most all Arab States have visa requirements.
Gentlemen. We will keep the record open long enough for you to 

give us your comments on the administration's position after we have 
received that, which we expect on February 28, as well as other 
comments.

Mr. STEWART. Before you close, I want to be sure that the com 
mittee understands that American business does not endorse the 
boycott. We don't like it at all. Not at all. It has been said by some 
that there is an attitude of acceptance or accommodation to the 
boycott. Hopefully, Avithout legislation companies can accomplish 
more thorough negotiations with their Arab customers, and, at the 
same time, we feel that that should be accompanied by a stay, shall we 
say, on legislation of this type.

There is one other point that ought to be in the record, if I may 
take a second.

That is, the supplying of military equipment via the Department 
of Defense, to both Israel and to Arab States as well. Now, that 
equipment goes through a special section of DOD, and the United 
States is furnishing military hardware, with the approval of this 
Government, to both sides and it is not small potatoes.

Senator WILLIAMS. I missed the point there. The Arabs should 
not accept that military equipment because we are also doing business 
with Israel under their principle?

Mr. STEWART. No. I am merely suggesting that for the record and 
for informational purposes, the flow of military goods out of the 
United States into both the Arab countries and to Israel is going 
forward, and it goes forward without any particular encumbrances, 
because it is going through the Department of Defense.

My point is, that we are—as a country—trying to achieve a bal 
ance between one group of countries and Israel in connection with 
furnishing them military hardware. And we are doing so to the Israe 
lis, as well as to the Arab countries. Also, to the best of my knowl 
edge, no effort has been made by the Arabs to stop supplying mili 
tary goods to Israel.

Senator WILLIAMS. I think that is central to what we are attempt 
ing here, to open up in another area, private commerce, and have 
American business have equal opportunity, whether it is an Arab 
State or Israel.

Mr. STEWART. I made the point earlier that the Arabs have never 
urged upon, pressed, or taken any action to preclude the United States 
from exporting to Israel.
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Senator STEVENSON. I think that makes the point that this legisla 
tion, if it becomes law, would not interfere with your business, unless 
you intend to boycott Israel.

And you say there is no intention to boycott anyway.
Mr. STEWART. That is correct. I just wanted to be sure the record 

was clear on that point.
Senator STEVENSON. One other aspect which I will raise, then we 

must move on.
Rarely is any mention given to the implications of this legislation 

for the United States and its interests in all parts of the world, in 
the controversial conflict between Taiwan and the People's Republic 
of China or between Greece and Turkey. What happens if black nations 
boycott Rhodesia, for example. Are American companies prevented 
from joining that effort? Are they required then to do business with 
Rhodesia ?

Thank you.
You have been very helpful and, as I have mentioned earlier, the 

record will remain open.
Mr. STEWART. We appreciate the opportunity.
[Additional material received for the record from the Machinery 

and Allied Products Institute follows:]
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flpi

(202) 331-8430

AYACHINERY& 
Allied Products 
INSTITUTE

1200 EIGHTEENTH STREET, N.W. • WASHINGTON, D. C. 20036

FT-72 January 26, 1977

MYTHS AND REALITIES OF THE ABAB BOYCOTT OF ISRAEL

Although the Arab boycott of Israel and federal and state legis 
lation in reaction to it have been under intense discussion for well over 
a year, certain issues posed by the boycott do not appear to be well under 
stood by the media, the public, and some members of the Congress. Since 
the nature of the United States response to the Arab boycott can have an 
important effect not only on U.S. commercial relations with the Arab 
states but also on political relations and, perhaps, the prospects for a 
permanent peace settlement in the Middle East, the issues should be more 
fully developed so that any action the United States may take can be 
grounded on a full understanding of them.

This memorandum deals with five aspects of the Arab boycott on 
which, based on our review of media treatment of these matters and con 
gressional documents, there still exists considerable misunderstanding. 
Following a brief summary, each issue is developed more fully in the body 
of the memorandum.

•frlflf"** MACHINERY 6 ALLIED PRODUCTS INSTITUTE AND ITS AFFILIATED ORGAN IZATION, COUNCIL FORTECHNDLOGICAL ADVANCEMENT,
' On! * ARE ENCAGED IN, RE SEARCH IN THE ECONOMICS OF CAPITAL GOODS, (THE FACILITIES OF PRODUCTION, DISTRIBUTION,TRANSPORTATION
' "F 1 COMMUNICATION AND COMMERCE), IN ADVANCING THE TECHNOLOGY AND FURTHERING THE ECONOMIC PROGRESS OF THE UNITED STATES

85-654 O - 77 - 13
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During the course of debate and discussion of the Arab boycott, 
a number of myths have gained currency. These myths and the corresponding 
factual situations are as follows:

1. Myth: The Arab boycott^is intended to discriminate 
againsj: U.S. firms that have Jewish owners, directors, 
or managers.

This allegation is not supported by the evidence 
available from the tens of thousands of company reports 
concerning boycott-related requests received by the 
Department of Commerce. Further, three senior U.S. 
Government officials and several Arab officials have 
made statements to the effect that the boycott is 
not intended to discriminate against persons on the 
basis of race, religion, or national origin.

2. Myth: Tjie Arab boycott is intended to prevent U.S^ 
and other foreign firms from "doing business" with 
Israel.

While activities of U.S. firms in Israel such 
as an investment or licensing agreement could result 
in the firms being blacklisted, the boycott rules do 
not prohibit U.S. firms from exporting nonmilitary 
goods to Israel, and many companies export to both 
Israel and Arab countries.

3. Myth: Companies reporting to the Department of Commerce 
that they have "complied" with Arab boycott-related re 
quests are actively participating in the Arab boycott 
against Israel.

Because of the design of the reporting form, com 
panies 'which provide the Arabs with requested information 
or certifications were, until recently, required to check 
a block on the form indicating whether they have or have 
not "complied" with the request for information, etc. As 
the Department of Commerce explained in a press release, 
the fact that a company reported to the Department that 
it had complied with a given request (e.g., for a certi 
fication that the firm has no investments in Israel or 
that the product contains no Israeli components) does 
not necessarily mean that it has changed its course of 
conduct in response to the boycott or has taken any 
affirmative steps to boycott Israel. Consistent with 
this view, in January 1977 the Department of Commerce 
adopted changes in the reporting form which drop use of 
the word "comply" on that form.
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Myth: Other industrial countries are taking more 
forceful action than the United _St_ates against the 
boycott, and the Arabs need U.S. arms, industrial 
products and technology so badly that they wouldno^ 
be__l_ifce]Ly;__t_p switch a substantial amount__of_purchases 
to other countries ij strong antibpycott legislation 
were adop_ted__by_ the United States.

The Departments of Commerce and State are not 
aware of any significant action by other industrial 
countries to oppose implementation of the boycott. 
It is a fact that the United States supplies no more 
than 20 percent of the Arab nations' imports of goods 
and services. While no one can estimate to what 
extent the Arabs would switch purchases to other 
countries as a result of more forceful U.S. action 
against the boycott, there are very few products, 
including arms, which the Arab, nations could not 
import from other industrial nations and communist 
countries.

Myth: Although the Arabs' primary boycott enjoys 
legitimacy under international law, its jjecondary and 
tertiaryaspects do not. The United States does not 
engage in secondary boycotts (except for certain 
measures• jagaj.nst foreign ships that call at Cuba), 
but does ejiga^e in "legitimate" primary boycotts 
against certain countries.

Actually, neither the boycotts applied by the 
Arabs nor those applied by the United States are 
clearly sanctioned by international law. The United 
States does engage in economic coercion activities 
with secondary boycott aspects by prohibiting foreign 
firms controlled by U.S. firms (or managed by U.S. 
citizens) from engaging in transactions with North 
Vietnam, South Vietnam, Cambodia, North Korea, Cuba, 
and Southern Rhodesia. The United States also re 
stricts foreign firms controlled by U.S. firms from 
engaging in transactions involving strategic products 
with the Soviet Union, the People's Republic of China, 
and other communist countries. In addition, the 
controls exercised by the United States on exports 
of U.S.-origin technical data and products also have 
some significant secondary boycott aspects. Whatever 
the restrictions exercised extraterritorially by the 
Untied States are called, their manner of implemen 
tation is so similar to that of the Arab boycott that 
they would be effectively proscribed if foreign coun 
tries adopted antiboycott legislation along the lines
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of that proposed by S. 69 and H.R. 1561/1^ introduced 
earlier this month in the new Congress.

As the above summary indicates, there is considerable misunder 
standing concerning several aspects of the Arab boycott—from the compara 
tively minor issue of the "legitimacy" of the U.S. vs. Arab boycotts to 
major matters such as the alleged discriminatory motivation of the boycott 
and the role of other major trading nations. Certainly all of these matters 
should be fully explored and weighed in determining what the appropriate 
U.S. response to the boycott should be.

In our view, the full development of the above issues, as well 
as those posed by legislative proposals discussed in a companion MAPI 
memorandum,J^ raise serious questions as to whether the Arab boycott is 
a matter which can be addressed effectively—taking into account U.S. 
foreign policy and commercial interests—by legislation.

"Discriminatory" Aspects of the Boycott

Allegations are frequently made that the Arab boycott is racially 
motivated and that, in its implementation, it is directed against companies 
which are Jewish-owned or have Jews active in their management. The evidence 
available to the U.S. Government does not support these allegations, and 
both U.S. Government and Arab officials have issued public statements to 
the effect that the boycott is not intended under its governing principles 
to discriminate against individuals or firms on the basis of race or religion. 
Even if this were the case, the U.S. Government has adopted an array of ad 
ministrative and legislative measures to minimize the possibility of dis 
criminatory actions on the basis of race, religion, color, sex, and national 
origin.

The Evidence From Reports jailed 
By^ JJ.J^.^ompjanieaj_W_lth the 
Department of Commerce

In December 1975 Under Secretary of Commerce James A. Baker, III 
testified that during the first ten years of the reporting program over 
50,000 transactions involving boycott-related requests were received by the 
Department and, of these, only twenty-five instances were reported where 
the request apparently involved discrimination on religious or ethnic grounds./3

I/ The details of S. 69 are discussed in a companion MAPI memorandum, "An 
Analysis of Key Antiboycott Provisions of S. 69," FT-71.

2/ Ibid.
3/ See statement of Under Secretary of Commerce James A. Baker, III,

D i s c r im ina tor y _A_r ab Pre s sure on U. S. Bugines s; Hear ing s _B_e f or e__the_Sub- 
committee on International Trade and Commerce of the Committee on Inter 
national Relations, House of Representatives, Ninety-Fourth Congress, 
First Session, March 6, 12, 13, and December 11, 1975. pp. 114-121.
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According to the Department of Commerce's analysis of reports 
received in more recenc months:

— During the period October 1975-March 1976, U.S. com 
panies reported receiving four "Discriminatory ques 
tionnaires" (i.e., questionnaires that included re 
quests for information or action which, as defined 
in the Department's regulations, discriminate, or have 
the effect of discriminating, against U.S. citizens or 
firms on the basis of race, color, religion, sex or 
national origin) and four "Other discriminatory 
requests."/!

— During the period April-June 1976, U.S. companies re 
ported receiving one "Discriminatory questionnaire" 
and two "Other discriminatory requests."

As noted below (see statement of Assistant Secretary of State 
Joseph Greenwald), as a general rule the Arab governments have provided 
assurances that such discriminatory requests are unauthorized exceptions 
to their policy of not discriminating on the basis of race or religion.

Official Statements Concerning the 
Non-discriminatory Nature of the 
Boycott

Both U.S. Government and Arab officials have repeatedly stated 
that the boycott is not intended to discriminate against persons or firms 
on grounds of race, religion, etc.

— Secretary of the Treasury William E. Simon, June 9, 
1976.

. . . According to its governing principles, the 
Arab boycott of Israel is not based on discrimina 
tion against U.S. firms or citizens on ethnic or 
religious grounds. . .12

I/ Since December 1, 1975 U.S. firms have been prohibited by the Department 
of Commerce's Export Administration Regulations from complying with such 
discriminatory questionnaires or requests.

2/ See statement of William E. Simon, Secretary of the Treasury, Extension 
of the Export Administration Act of 1969: Hearings Before the Committee 
on International Relations, House of Representatives, Ninety-Fourth Con 
gress, Second^ S es s ion, Par t 1, June 8, 9, 10, 11^ 1 j^ and _16 and Augus t 
10 and 24, 1976. p. 48.
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Secretary of Commerce Elliott L. Richardson, June 11, 
1976.

. . . The evidence thus far supports the view that 
the boycott is symptomatic of the Mideast conflict 
and that, in its current manifestations, it is not 
based on religious or ethnic criteria./I

Assistant Secretary of State Joseph A. Greenwald, June 
8, 1976.

. . . There have been only a handful of discrimina 
tory requests, mainly involving private practices, 
out of more than 50,000 boycott requests to U.S. 
firms reported to the Department of Commerce from • 
1970 through November 1975. As a general rule, we 
have received assurances that these are unauthorized 
exceptions and that it is not the policy of the 
governments applying the boycott of Israel to dis 
criminate in business transactions on the basis of 
race or religion. High-ranking Arab government rep 
resentatives have emphasized this with both public 
and private assurances that religion or creed bears 
no relationship to the Arab boycott./2

Prince Saud Al-Faisal, Minister of Foreign Affairs, 
Saudi Arabia, September 23, 1976.

The boycott involves no religious or racial 
discrimination. It applies equally to Muslims, 
Christians, Jews and anyone else who would strengthen 
Israel's ability to wage war on Arab countries and 
peoples. It is therefore an economic device for 
assuring the security of the Arab state./3

Mohammed Mahmoud Mahgoub, Commissioner General, Central 
Office for the Boycott of Israel, League of Arab States, 
August 31, 1975.

The Boycott Principles are also very far from 
racial or religious influences; [they are] practiced

I/ See statement of Elliott L. Richardson, Secretary of Commerce, Ibid,
p. 268. 

2J See statement of Joseph A. Greenwald, Assistant Secretary of State
for Economic and Business Affairs, ^bid, pp. 11-12. 

3j From an address by Prince Saud Al-Faisal in Houston, Texas, on
September 23, 1976, p. 4.
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with all persons—natural or moral—notwithstandirtg 
their nationality or religion, as long as they sup 
port the economy of Israel and its war effort. In 
this respect, the Boycott Authorities do not dis 
criminate among persons on the basis of religion or 
nationality, they rather do so on the basis of their 
partiality or impartiality to Israel and Zionism. . . ./I

Actions Taken by the U.S. Government 
To Ensure That the Arab Boycott Does 
Sot Discriminate Against U.S. Citizens 
on Ethnic or Religious Grounds

The Executive Branch has taken several actions to ensure that 
the boycott does not discriminate against U.S. citizens on the basis of 
race, color, religion, sex, or national origin. These include the following:

— Amended the Export Administration Regulations to
prohibit U.S. exporters and related service organi 
zations from taking any action with respect to a 
boycott-related request when that request discrimi 
nates, or has the effect of discriminating, against 
U.S. citizens or firms on the basis of race, color, 
religion, sex, or national origin.

— Amended the Secretary of Labor's March 10, 1975 memo 
randum on the obligations of federal contractors and 
subcontractors to require that (1) any contractor 
who Is unable to acquire a visa for any employee or 
potential employee to a country with which it is 
doing business, and who believes that the visa refusal 
is based on the race, religion, sex, or national origin 
of an employee or potential employee must immediately 
notify the Department of State, and (2) the Department 
of State Is to take appropriate action through diplo 
matic channels to attempt to gain entry for the 
individual.

— Proposed H.R. 11488 in the 94th Congress which would 
prohibit economic coercion based on race, color, re 
ligion, national origin, or sex.

JL/ Excerpted from a memorandum, "Nature of the Boycott of Israel" enclosed 
with an August 31, 1975 letter from Commissioner General Mahgoub to 
District Committee No. 12, National Association of Securities Dealers, 
Inc., New York, New York. The letter and accompanying memorandum were 
included in The^ Arab Boycott^and American ̂ Business: Report by the Sub 
committee on Oversight and Investigations of the Committee on Inter 
state and Foreign Commerce With Additional and Minority Views, House 
of Representatives', Ninety-Fourth Congress, Second Session, September 
1976, p. 86.
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Laws enacted within the past year directed, at least in part, 
against possible discriminatory practices which might arise as a result 
of the Arab boycott include:

— The Equal Credit Opportunity Act, enacted in March 
1976, which amended the Consumer Credit Protection 
Act to prohibit any creditor from discriminating 
against any applicant with respect to a credit trans 
action on the basis of race, color, religion, national 
origin, sex, marital status, or age.

— Anti-discrimination provisions in the International 
Security Assistance and Arms Export Control Act, 
enacted last June, which require that any contract 
entered into by a federal agency in connection with 
the furnishing of military assistance or the Foreign 
Military Sales (FMS) program, shall include a provision 
to the effect that, in employing or assigning personnel 
to participate in the activity, the firm will not take 
into account the exclusionary policies or practices of 
any foreign government which are based on race, religion, 
national origin or sex.

— Antiboycott provisions of the Tax Reform Act which deny 
certain tax benefits to U.S. taxpayers who agree, as a 
condition of doing business in an Arab boycotting coun 
try, to refrain from (1) doing business with any company 
whose ownership or management includes individuals of a 
particular nationality, race, or religion or (2) employing 
individuals of a particular nationality, race, or religion. 
(These and other boycott-related actions which may jeopar 
dize U.S. taxpayers' tax benefits are described in MAPI 
Memorandum FT-69. Treasury's implementation of these 
provisions was reported in MAPI Bulletins 5506 and 5510.)

Finally, a number of government regulatory agencies (including the 
Federal Reserve Board, the Comptroller of the Currency, the Securities and 
Exchange Commission, and the Federal Home Loan Board) have issued statements 
to the institutions under their jurisdictions against discriminatory practices.

Arab Boycott Rules With jtespect to "Doingjusiness" 
With Israel

Much of the media treatment of the Arab boycott, and even remarks 
by some members of Congress, reflect the view that the Arab boycott rules 
prohibit U.S. and other foreign firms from having any form of commercial 
relations with Israel. Some statements of Arab policy are indeed so general
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in nature as to suggest that this may be the case./l^ However, the "General 
Principles for the Arab Boycott of Israel Relating to Manufacturing and 
Trading Companies,'V2_ in defining activities which are deemed to be "in 
support of the economy of Israel," do not include routine sales of non- 
military equipment to Israel so long as the exporter does not have a 
general agent or head office for the Middle East located in Israel. Many 
U.S. firms export both to Israel and Arab states. On the other hand, 
activities in Israel beyond export sales—e.g., an investment or an agree 
ment providing for the use of the firm's technology or name—clearly are 
activities which could result in blacklisting.

Increase in U.S. Exports to Israel

U.S. trade statistics suggest that the boycott is not having any 
significant impact on exports to Israel. According to data submitted to 
the House Committee on International Relations by the Department of 
State,/3_ U.S. exports to Israel increased from $557 million in 1972 to 
$1.20 billion in 1974 and to $1.55 billion in 1975. (Even allowing for 
extraordinarily large military exports in 1974 and 1975 [$377 million and 
$529 million, respectively], the increase in commercial exports appears 
substantial.)

The data submitted by the Department of State also show that 
total Israeli imports from all destinations have increased substantially 
during the same period from a level of $2.47 billion in 1972 to $5.77 
billion in 1975.

_!/ For example, the Commissioner General, Central Office for the Boycott 
of Israel, League of Arab States, has stated that a firm could be 
blacklisted if it "carries out any action in Israel which might sup 
port its economy, develop its industry or increase the efficiency of 
its military effort." See the memorandum accompanying the letter 
from Commissioner General Mahgoub to the National Association of 
Securities Dealers which is contained in The Arab Boycott and Ameri 
can Business, op. cit., p. 86. This broad language could be inter 
preted to cover almost any kind of activity in Israel. However, in 
another part of the same memorandum, Mr. Mahgoub states that if a 
firm's relations with Israel "do not go beyond pure ordinary busi 
ness relations," it will not be blacklisted.

2} This document, which was excerpted from "General Principles for the 
Boycott of Israel" published by the Central Office for the Boycott 
of Israel, was provided to the Senate Subcommittee on Multinational 
Corporations by the Department of State during hearings in 1975. It 
was included with MAPI Memorandum FT-63.

3J Letter dated June 21, 1976 from Assistant Secretary of State for 
Congressional Relations Robert J. McCloskey to House International 
Relations Committee Chairman Thomas E. Morgan, Extension of the 
Exp o rt Administ rat ion Act of 1969, op. cit., p. 30.
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"Compliance''^ With Boycott-Related Requests

In October 1976 the Department of Commerce began making available 
to the public copies of reports received from U.S. companies concerning boy 
cott-related requests as defined in the Export Administration Regulations. 
For a few weeks some newspapers published daily lists of companies which 
had "complied with the Arab boycott of Israel," and those press reports 
implied that the companies had actually taken action detrimental to Israel. 
This misunderstanding arose in part because of a feature of the reporting 
form which required that reporters indicate whether they "have complied 
with" or "have not complied with" a boycott-related request for information 
or action./I

Department of Commerce 
Release re "Compliance"

Following the decision to make public the reports, on October 19 
the Department of Commerce issued a release to deal with questions and con 
fusion which had resulted from the media reports concerning the identifi 
cation of companies "complying" with the Arab boycott. The release noted 
that the Department has not and does not intend to publish any "list" of 
companies which have "complied" with the Arab boycott. It adds in 
explanation: "To do so lumps unfairly companies that have in no way 
changed their course of conduct in response to the boycott with those that 
may have taken affirmative steps to boycott Israel."

The release also observed that under the Export Administration 
Act "compliance" includes—and typically involves—furnishing information 
or certification to an Arab country. For example, an Arab purchaser may 
request a certification from an American supplier that it has no subsidiary 
company in Israel. According to the release, "Whether or not the American 
company response is simply a statement of historical fact, uninfluenced by 
the boycott, its responding to the request for certification constitutes 
'compliance with a boycott request' within the meaning of existing law. 
Therefore, compliance with boycott requests may, in some cases, involve 
something far different from an affirmative act boycotting the State of 
Israel."

The release also included the following quotation from a recent 
congressional report which deals with the qualitative implications of 
"compliance" in terms of the Department's reporting requirements:

It was difficult to determine from most reports 
whether the fact that a firm said it had complied with 
a given request actually meant that it was boycotting 
Israel or otherwise altering its business practices in

I/ In early January 1977 the Department of Commerce adopted changes in the 
reporting form which drop use of the word "comply" and permit companies 
to indicate whether they "have taken" or "have not taken" the action 
requested. See MAPI Bulletin 5537.
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order to gain Arab trade. For example, some companies 
voluntarily stated in their reports that, although they 
had provided the requested documentation, they were 
doing business with Israel. Some of the reporting 
firms are in fact exporting to both Israel and to 
Arab States. Actions of this type would appear to 
be qualitatively different from a company which incor 
porates boycott clauses in purchase orders to its 
American suppliers or which changes suppliers in 
order to retain Arab business./I

Other Considerations

In addition to the example cited of a company certifying that it 
does not have a subsidiary in Israel, equally innocuous for nearly all U.S. 
firms would be a certificate that the product being shipped does not con 
tain Israeli components. (However, it should be recognized that the Arab 
requirement for these types of certifications could act as a deterrent— 
and it undoubtedly is so intended—to future investments in Israel or use 
of Israeli-origin components.) It might also be asked if a company is in 
fact supporting the Arab boycott—or injuring another American firm—when 
it provides a certification that a blacklisted carrier will not be used. 
Such a carrier would not be permitted to unload in an Arab port in any 
case and probably would not be offered for such a voyage by its owner. 
Even compliance with pro forma boycott-related requests as to the non- 
blacklisted status of vendors—when, as is normally the case, the exporter 
does not know which companies are blacklisted and does not change its 
normal sourcing practice—typically would not constitute any affirmative 
action adversely affecting Israel.

Availability to Arabs of Arms and Other Products From 
Other Major Trading Nations

During House consideration of antiboycott amendments to the Export 
Administration Act, remarks were made in the course of both committee con 
sideration of the amendments and during floor debate which implied that 
other countries, particularly in Europe, were taking more forceful action 
than the United States to oppose implementation in those countries of the 
Arab boycott against Israel. Proponents of strong antiboycott legislation 
also argue that the Arabs are so dependent upon (and prefer) U.S. arms, 
industrial products, and technology that such legislation would be unlikely 
to have a significant adverse effect either on U.S. business with the Middle 
East or on U.S. foreign policy.

Action being taken by other countries, particularly the major 
trading nations, is of course an important factor to be considered in

\J The Arab Boycott and.American. Busine_ss_, op. ci_t._» p. 31.
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No one can estimate with any certainty what the effects of strong 
antiboycott legislation would be.- While some of the Arab states may prefer 
to purchase military goods from the free world, they could purchase arms 
from noncommunist nations other than the United States and, if necessary, 
from communist countries. As for industrial products and technology, 
while the Arabs may prefer in many cases to purchase from the United States, 
the market is highly competitive and there are very few lines where comparable 
technology is not available from abroad.

One caii say with a good deal of certainty that no major foreign 
country has taken any action which would have^ignifleant adverse impact on 
the implementation of the^ boycott. Neither the Department of State nor the 
Department of Commerce is aware of such actions. Further, U.S. companies 
which have manufacturing and sales operations in numerous foreign countries 
have reported that they are not aware of any significant antiboycott measures 
imposed by those countries.

. The matter of foreign actions against the boycott and the "de 
pendence" of Arab countries on U.S. products and technology have been 
addressed by senior U.S. Government officials in recent months and excerpts 
from their statements are reproduced below. The Saudi Arabian Foreign 
Minister also recently addressed this "dependence" question and he too is 
quoted below.

Comments of U.S. Government 
Officials

During testimony last June before the House Committee on Interna 
tional Relations, senior U.S. Government officials made the following comments 
concerning antiboycott action by other countries and the dependence of Arab 
states on the United States.

— Secretary of the Treasury William E. Simon, 
June 8, 1976.

The argument is made that the Arab world when 
faced with such a choice [to eliminate the boycott

I/ It should be recognized that the various policy issues related to the 
Arab boycott of Israel will of course be reexamined by the Carter 
Administration.
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entirely, irrespective of a settlement in the Middle 
East, or cease doing business with American firms] 
will recognize the importance of continued access to 
U.S. goods and services and therefore eliminate what 
they consider one of their principal weapons in the 
political struggle against the State of Israel. Un 
fortunately, this argument fails to reflect several 
basic facts.

The U.S. alone among industrial^countries has 
a clearly established policy and program of ojpposi- 
tjlon to foreign boycotts of friendly countries, in 
cluding the boycott oj^Israel. [Emphasis supplied.] 
Other countries already supply a full 80 percent of 
the goods and services imported by the Arab world. 
There is no evidence that these nations are prepared 
to lose that $50 billion a year market or to Jeopar 
dize their stake in the rapidly expanding economies 
of the Arab nations. Further, there is precious 
little that the U.S. presently supplies to Arab 
nations that is not available from sources in other 
countries and they are eager to take our place. The 
major Arab states have the funds and the will to 
incur any costs such a switch might entail. They 
see that the U.S. has frequently engaged in economic 
boycotts for political purposes, for example in 
Cuba, Rhodesia, North Korea and Vietnam, so they 
cannot accept the argument that they are not 
entitled to do the same.

Mr. Chairman, I believe that we must face an 
essential and widely recognized fact. The Arab 
boycott has its roots in the broad Israeli-Arab 
conflict and will best be resolved by dealing with 
the underlying conditions of that conflict./I"

Assistant Secretary of State Joseph A. Greenwald, 
June 8, 1976.

... We are the only country (other than Israel) 
to take a strong position in opposing the boycott 
of Israel. . . ./2

If See statement of William E. Simon, Secretary of the Treasury, Extension 
of the Export Administration Act of 1969, op. cit., pp. 49-50.

2j See statement of Joseph A. Greenwald, Assistant Secretary of State for 
Economic and Business Affairs, Ibid, p. 11.
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Comments of Saudi Arabian 
Foreign Minister

In a recent address, Prince Saud Al-Faisal, Minister of Foreign 
Affairs, Kingdom of Saudi Arabia, made the following pertinent comments:

In the concerted assault upon the Arab boycott 
in the United States, one of the aims is to confuse 
the issue. The second aim is to create a complacent 
attitude in business and economic circles in this 
country by propagating various simplistic views. The 
most common is the assertion that the Arab countries 
cannot do without American know-how and products.

Such an assumption is erroneous and has dangerous 
consequences. The truth of the matter is, and this 
can be verified by any visitor to the Arab world, 
competition for Arab business is truly fierce.

. . . The Arabs cannot and will not forego the boy 
cott because it is essential to their security; and 
it is of the utmost importance that this fact be re 
cognized and not ignored or belittled. It is much 
more difficult to rectify a mistake after it has been 
made than to prevent it./I

Boycotts—Ours and Theirs

Congressional and public discussion of the Arab boycott has in 
cluded some mention of the fact that the United States also engages in 
boycotts, but the discussion almost always has been to the effect that the 
United States, with one exception involving Cuba,^^ does not—like the Arabs 
—engage in secondary boycotts. Much of the discussion also suggests that 
while the Arabs' primary boycott against Israel (i.e., the Arabs' refusal 
to have direct dealings with Israel) is sanctioned by International law, 
its secondary aspects (i.e., its attempts to interfere with economic re 
lations between the United States [and other countries] and Israel) and 
its tertiary aspects (i.e., its attempts to interfere with relations among 
U.S. persons and firms) are not sanctioned by international law.

I/ Address by Prince Saud Al-Faisal, Minister of Foreign Affairs, Kingdom 
of Saudi Arabia, in Houston, Texas, on September 23, 1976.

21 The U.S. Government maintains a list of ships which have called at Cuban 
ports so that It can deny those ships the right to carry U.S.-financed 
cargo and, until late 1975, to refuel at U.S. ports. In addition, third- 
country vessels and aircraft cannot obtain bunkers from U.S. ports, with 
out Department of Commerce approval, if the carrier Is destined for North 
Korea, North Vietnam, South Vietnam, or Cambodia, or had recently called 
at one of those destinations.
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The discussion which follows concerning U.S. "boycotts" and 
Arab boycotts is intended to point up the extent to which U.S. export and 
transaction controls have extraterritorial (or secondary boycott) aspects 
and the fact that in the views of others—Arab countries and other nations— 
U.S. controls do not enjoy any special legitimacy./^ Admittedly, from the 
U.S. point of view, there are qualitative differences between the target of 
the Arab countries (Israel, a country friendly to the United States) and 
our own principal targets—North Korea, North Vietnam, South Vietnam, 
Cambodia, Cuba, and Southern Rhodesia. There are also important differ 
ences in the manner and extent to which U.S. enforcement intrudes into the 
economy of foreign countries as compared to the Arabs' enforcement of their 
boycott. However, as the discussion which follows shows, the manner of 
implementation of Arab and United States economic coercion is so similar 
that, If foreign countries adopted antiboycott legislation along the lines 
proposed in the current Congress, the effectiveness of U.S. export and 
transaction controls could be seriously impaired.

"Legitimacy" JJnder International 
Law of United States and Arab 
Boycotts and Restrictive 
Trade Practices

A paper presented recently to the American Bar Association by a 
representative of the Department of State's Office of Legal Adviser suggests 
that international law does not clearly sanction—or prohibit—any form of • 
economic coercion.. Citing a 1970 United Nations General Assembly Resolution 
approving a "Declaration on Principles of International Law Concerning 
Friendly Relations and Cooperation Among States," the paper notes that one 
provision of the Declaration "seems to mean" that two types of coercion are 
prohibited: that which attempts to coerce a state not to exercise its legal 
rights and that which attempts to extort advantages./^ The defenders of the 
Arab boycott against Israel consider it a legitimate measure of self-defense, 
rather than an effort to secure advantages, and it is our understanding that 
the U.S. position is that U.S. restrictive trade practices do not fall within 
those prohibitions.

\j In a speech in Houston, Texas on September 23, 1976, the Saudi Arabian 
Minister of Foreign. Affairs observed: "The United States has frequently 
made use of them [boycotts] for maintaining and preserving its own 
security. Indeed, this country [the United States] has total trading 
restrictions in effect at present against various countries in widely 
scattered parts of the world; and it has sought over the years to en 
force its boycotts both directly and indirectly. The only difference 
between our boycott and yours is the target."

21 See "Remarks Delivered by David H. Small, Assistant Legal Adviser for 
Near Eastern and South Asian Affairs, Department of State, to the 
American Bar Association National Institute on Current Legal Aspects 
of Doing Business In the Middle East," November 12, 1976, p. 6.
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The paper also observes that "... the mere fact that certain 
measures of economic coercion are not illegal under international law does 
not mean that they are desirable, merited, or that they may not be lawfully 
resisted. On the contrary, our efforts to prevent the intrusion of the 
Arab boycott or any other boycott into our society and into our economy 
are well within our rights under international law. . . ."/I

The Similarities^ and J3j.fferen.ces 
j.n U.S. and Ar_a_b_Restrictive 
Tr ade. _Practige s

Both the Arabs and the United States apply so-called primary boy 
cotts against target countries. That is, the Arab nations generally pro 
hibit any commercial relations between their countries and Israel. Simi 
larly, the United States Government generally prohibits any commercial 
relations between the United States and North Vietnam, South Vietnam, 
Cambodia, North Korea, Cuba, and Southern Rhodesia.

The Arabs extend their boycott to other countries by withholding 
purchases from parties in third countries which are blacklisted or which 
will not provide requested information or certifications.

The United States extends its embargoes and other restrictive 
trade practices to other countries through various regulations administered 
by the Treasury/:? and portions of the Department of Commerce's Export Admin 
istration Regulations. These various regulations have the following effects 
on transactions by firms in foreign countries with the countries which are 
the U.S. targets: *

v— Foreign firms "controlled" by U.S. companies may not 
sell to, or purchase from, North Vietnam, South Viet 
nam, Cambodia, or North Korea without a Treasury 
license and such a license probably will not be 
granted. In other words, a U.S.-controlled firm 
incorporated in the United Kingdom, France, Japan 
or any other country may not conduct any financial 
transaction with the four communist countries without 
a Treasury license. These regulations also prohibit 
a U.S.-controlled foreign firm from selling—without 
a Treasury license—to__a_npther_ local firm if it has 
knowledge that the item will be sold to (or will be

I/ Ibid, p. 7.
2/ Treasury's controls are administered through: the Foreign Assets Con 

trol Regulations (North Vietnam, South Vietnam, Cambodia, and North 
Korea); the Cuban Assets Control Regulations; and Rhodesian Sanc 
tions Regulations. In addition, the Transaction Control Regulations 
prohibit unlicensed transactions involving strategic products between 
foreign firms "controlled" by U.S. companies and the Soviet Union, the 
People's Republic of China, and other communist countries except 
Yugoslavia.
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Incorporated in a product which will be sold to) one 
of the above communist countries./!

— Foreign firms controlled by U.S. companies may not 
sell to or purchase from Cuba without a Treasury 
license. Since October 1975 U.S. policy has been 
to grant a license for exports when the transaction 
does not involve military equipment or other strategic 
products. Prior to October 1975 it was Treasury's 
policy to deny all applications to export to Cuba.

— U.S. citizens who are active as managers, directors, 
etc., in foreign firms must obtain a Treasury license 
to enable those foreign firms to carry out any trans 
actions involving Rhodesia and such a license probably 
will not be granted.

— Foreign firms, whether or not they are controlled by U.S. 
firms or have U.S. citizens active in their management, 
and U.S. firms may suffer at least loss of U.S. export 
privileges if they ship U.S.-origin products or tech 
nical data to unauthorized destinations as indicated 
on the Destination Control Statement which must 
accompany U.S. exports. The list of U.S. and foreign 
firms which have violated the regulations and have lost 
U.S. export privileges or are on probation (i.e., the 
U.S. "blacklist") is contained in Supplement No. 1 
to Part 388 of the Export Administration Regulations.

— Foreign Importers of U.S.-origin unpublished technical 
data (i.e., proprietary design and manufacturing data) 
related to a broad range of products must provide the 
U.S. exporter with written assurances that the tech 
nical data will not be reexported to communist coun 
tries (except Yugoslavia) and that the product made 
locally with the data will not be exported by the 
foreign firm to specified communist countries. When 
such assurances cannot be obtained by the U.S. ex 
porter, a validated export license must be obtained.

The Export Administration Regulations also include other tech 
niques (e.g., "end-use statements" .from potential purchasers) which, although 
intended to allow sales to be consummated by minimizing the possibility of 
diversion to unauthorized destinations, nevertheless have extraterritorial 
implications by restricting the right of the foreign firm to resell the 
product to destinations prohibited by U.S. regulations.

I/ This "tertiary boycott" aspect also applies to Treasury regulations
governing transactions with Cuba and Southern Rhodesia and to its regu 
lations restricting certain transactions by foreign firms controlled by 
U.S. firms with other communist countries.

85-654 O - 77 - 14
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Although the Treasury regulations In particular represent a 
rather substantial assertion of extraterritorial application of U.S. law, 
they are not broadly opposed by foreign Jurisdictions (probably because 
the business with the U.S. target countries normally goes to other 
locally owned firms). However, the Canadian Government has objected 
on a number of occasions to the U.S.-imposed restrictions on Canadian 
companies, and difficulties also have arisen with other countries (e.g.. 
Argentina, with respect to automotive sales to Cuba) from time to time 
when transactions with important local economic or foreign policy impli 
cations were involved.

Effect on U.S. "Boycotts" and Othej: 
Restrict ions if Foreign Count rj.es 
Adopted Laws Similar to Froposgji 
U.S. Antiboycott Legislation

Although the U.S. and Arab economic warfare techniques are 
different in some respects, it is interesting to note what the effect 
would be on U.S. "boycotts" if foreign nations adopted legislation along 
the lines of the antiboycott provisions of S. 69 and H.R. 1561/1^ intro 
duced in the Congress earlier this month. Let us assume that, say, 
France enacted such a law. Based on our interpretation of S. 69 and H.R. 
1561, such action by the French Government would have the effects described 
below on U.S. export and transaction controls.

— S. 69 and H.R. 1561 would prohibit any U.S. person 
(including U.S. foreign subsidiaries) where the in 
tent is to comply with, further, etc., a boycott 
from refraining from doing business with a boycotted 
country. If France enacted such a provision, French 
firms, including U.S.-controlled firms in France and 
French-controlled firms in the United States (and 
elsewhere) could not comply with U.S. law prohibiting 
trade with Vietnam, Cambodia, North Korea, Cuba, and 
Southern Rhodesia. Firms in France and French-con 
trolled firms in the United States (and elsewhere) 
could not comply with U.S. destination control regu 
lations to prevent diversion of U.S.-origin products 
and technical data to the above communist countries 
and Southern Rhodesia.

— The bills would prohibit the furnishing by any U.S. 
person of information to a boycotting country about 
whether any person has, has had, or proposes to 
have any business relationship with a boycotted 
country. If France enacted such a law, it probably 
would prohibit French firms (in France and elsewhere) 
from complying with U.S. Export Administration Regu 
lations' provisions regarding transfers of U.S.-origin

i/ These proposals are discussed in detail in a companion MAPI memorandum, 
"An Analysis of Key Antiboycott Provisions of S. 69," FT-71.
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technical data which require written assurances from 
the foreign importers that, without U.S. Government 
permission, the data will not be reexported to any 
communist country (except Yugoslavia) and that the 
product made with the data will not be exported to • 
specified communist countries. Such a French law 
also would presumably prohibit French firms (and 
their foreign affiliates) from providing end-use 
certificates since such an action probably would be 
considered as furthering a U.S. boycott or restric 
tive trade practice.

It is not likely that foreign countries would accept without 
challenge a U.S. law which purported to deny to local firms (even though 
U.S.-owned) the opportunity to participate in the growing Arab markets. 
Such a U.S. law almost certainly would increase the problems of U.S. in 
vestors abroad by causing conflicts with local shareholders and local 
governments and would undoubtedly lead to diplomatic difficulties between 
the U.S. Government and local governments. Beyond the immediate issues 
of the right of foreign governments to establish trade policy with the 
Arab states and possible increased hostility to U.S. direct investment, a 
further intrusion of U.S. law into foreign economies could result in the 
long-range Impairment of U.S. foreign trade controls, the primary objective 
of which is to protect U.S. national security. While it is unlikely that 
foreign countries would enact laws against all aspects of U.S. extra 
territorial controls applicable to U^S.-origin products and technical data 
since such action could result in the denial of certain advanced U.S. tech 
nology to their economies, the freedom of U.S.-controlled affiliates in 
those countries to comply with Treasury regulations might be abridged. It 
is in this area that U.S. foreign trade controls have most frequently run 
counter to trade practices and diplomatic policies of foreign countries.

Conclusion

As was noted at the outset, since the stakes involved in the U.S. 
response to the Arab boycott are high, any action taken must be grounded on 
a full understanding of the issues involved.

In our view the full development of the above issues, as well as 
others posed by antiboycott legislation before the Congress, suggest that 
the boycott is not a matter which can be addressed effectively by further 
legislation. Our position, set forth in a statement last summer to the 
House Committee on International Relations, is that:

— Action has been taken by the Executive Branch in a 
number of areas to assure that the boycott does not 
discriminate against U.S. citizens on the basis of 
race, religion, or national origin;
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Progress is being achieved through the efforts of 
individual firms and through diplomatic channels 
to lessen the impact of the boycott on U.S. firms;

Enactment of stronger antiboycott legislation at 
this time probably would be considered as "confron 
tational" by the Arabs and could lead to a hardening 
of Arab attitudes with respect to boycott enforcement;

Since no other industrial country has a policy and 
program of opposition to foreign boycotts and th re 
are few items which the United States supplies t 
Arab nations which could not be provided by othe 
countries, a likely effect of tougher antiboycot 
legislation could be the divergence of business o 
non-U.S. sources, including communist countries; and

The boycott will end only when there is permanent 
peace in the Middle East. The United States' ability 
to assist negotiations in that region depends on our 
maintaining close economic and political relations 
with all the countries involved.
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MACHINERY AND ALLIED PRODUCTS INSTITUTE

SUPPLEMENTS

to the Written Statement and
Oral Comments of the 

Machinery and Allied Products Institute
to the 

Subcommittee on International Finance
of the 

Senate Committee on Banking, Housing and Urban Affairs
on

S. 69 and S. 92, Bills To Amend the 
Export Administration Act

February 21, 1977

During the question and answer period of hearings of the Sub 
committee on International Finance of the Senate Committee on Banking, 
Housing and Urban Affairs on February 21, 1977, certain amplification 
of points made by the Institute in our written and oral remarks was 
requested by Chairman Stevenson and Senator Proxmire. The following 
material is furnished in response to these requests. In addition, in 
this supplemental material, we cover briefly certain points which are 
prompted by a review of the preliminary transcript of the portion of 
the hearing in which MAPI was represented and by the statement to the 
Subcommittee by Secretary of State Cyrus R. Vance on February 28. Wit 
nesses on February 21 were encouraged by the Subcommittee Chairman to 
make any further material available which is relevant to antiboycott 
issues, and we have tried to do so.

Secondary Aspects of U.S. Boycotts 
and Restrictive Trade Practices

The Subcommittee Chairman asked that we elaborate on our com 
ments that the United States conducts boycotts and restrictive trade prac 
tices with secondary boycott aspects. Our supplementary remarks here will 
be directed at those extraterritorial aspects of various Treasury regu 
lations administered under the authority of the Trading With the Enemy 
Act and other statutes, and of Department of Commerce regulations adminis 
tered under the authority of the Export Administration Act. Your sub 
committee is, I believe, aware of U.S. sanctions which are applied to 
third country vessels which are destined to, or have recently called at, 
ports in Cuba, North Korea, North Vietnam, South Vietnam or Cambodia. It 
also is relevant that, while we have not had an opportunity to research 
the matter, it is our understanding that during World War II the United 
States used a "blacklist" to restrict dealings between U.S. firms and 
foreign firms which assisted the Axis Powers. The Arab boycotting nations 
consider that a similar state of belligerency exists with respect to 
Israel.
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It should be noted at the outset that international law does 
not clearly sanction—or prohibit—any form of economic coercion. (See 
"Remarks Delivered by David H. Small, Assistant Legal Adviser for Near 
Eastern and South Asian Affairs, Department of State, to the American 
Bar Association National Institute on Current Legal Aspects of Doing 
Business in the Middle East," November 12, 1976.) That is, U.S. boycotts 
and restrictive trade practices enjoy no more legitimacy under interna 
tional law than Arab practices. As to techniques employed, it may be 
presumed that nations will select the economic weapons which will inflict 
the maximum amount of damage upon the enemy with the minimum damage to 
themselves.

Both the Arabs and the United States apply so-called primary 
boycotts against target countries. That is, the Arab nations generally 
prohibit any commercial relations between their countries and Israel. 
Similarly, the U.S. Government generally prohibits any commercial re 
lations between the United States and North Vietnam, South Vietnam, 
Cambodia, North Korea, Cuba and Southern Rhodesia. Because of the size 
of the United States market and the diversity of its exports, many of 
which are technologically advanced, U.S. denial of exports and imports 
can have significant impact, particularly in the initial stages of an 
embargo against a country such as Cuba which has been historically 
dependent on the United States for a wide variety of imports and as an 
export market.

The Arabs, having a limited capacity to affect Israel directly 
through denial of the region's major export product (oil) or through 
import prohibitions, extend their boycott to third countries by with 
holding purchases from parties in third countries which are blacklisted 
for assisting Israel in specified ways or which will not provide requested 
information or certifications.

The United States, which has much more foreign direct investment 
than the Arab states, extends its embargoes and other restrictive trade 
practices to U.S.-controlled firms in other countries through various 
regulations administered by the Treasury and portions of the Department 
of Commerce's Export Administration Regulations. In general, the regu 
lations administered by Treasury prohibit U.S.-controlled firms abroad 
from engaging in any transaction (sales or purchases) with a target 
country without a Treasury license. While it may be argued that those 
controls constitute an "extended primary boycott" to prevent U.S. firms 
from carrying out actions abroad which they may not carry out in the 
United States, the controls extend to all activities abroad and not just 
to activities related to the U.S. firms' business in the United States.

These various U.S. regulations have the following effects on 
transactions by firms in foreign countries with the countries which are 
the U.S. targets:
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Foreign firms "controlled" by U.S. companies may not 
sell to, or purchase from. North Vietnam, South Viet 
nam, Cambodia, or North Korea without a Treasury 
license and such a license probably will not be 
granted. In other words, a U.S.-controlled firm 
incorporated in the United Kingdom, France, Japan 
or any other country may not conduct any financial 
transaction with the four communist countries with 
out a Treasury license. These regulations also 
prohibit a U.S.-controlled foreign firm from selling 
—without a Treasury license—to another local firm 
if it has knowledge that the item will be sold to 
Cor will be incorporated in a product which will be 
sold to) one of the above communist countries.

Foreign firms controlled by U.S. companies may not 
sell to or purchase from Cuba without a Treasury 
license. Since October 1975 U.S. policy has been 
to grant a license for exports when the transaction 
does not involve military equipment or other strategic 
products. Prior to October 1975 it was Treasury's 
policy to deny all applications to export to Cuba.

U.S. citizens who are active as managers, directors, 
etc., in foreign- firms must obtain a Treasury license 
to enable those foreign firms to carry out any trans 
actions involving Rhodesia and such a license probably 
will not be granted.

Foreign firms, whether or not they are controlled by 
U.S. firms or have U.S. citizens active in their manage 
ment, and U.S. firms may suffer at least loss of U.S. 
export privileges if they ship U.S.-origin products or 
technical data to unauthorized destinations as indi 
cated on the Destination Control Statement which must 
accompany U.S. exports. The list of U.S. and foreign 
firms which have violated the regulations and have lost 
U.S. export privileges or are on probation (i.e., the 
U.S. "blacklist") is contained in Supplement No. 1 to 
Part 388 of the Export Administration Regulations.

Foreign importers of U.S.-origin unpublished technical 
data (i.e., proprietary design and manufacturing data) 
related to a broad range of products must provide the 
U.S. exporter with written assurances that the tech 
nical data will not be reexported to communist coun 
tries (except Yugoslavia) and that the product made 
locally with the data will not be exported by the 
foreign firm to specified communist countries. When 
such assurances cannot be obtained by the U.S. ex- , 
porter, a validated export license must be obtained.
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The Export Administration Regulations also include other tech 
niques Ce.g., "end-use statements" from potential purchasers) which, al 
though intended to allow sales to be consummated by minimizing the possi 
bility of diversion to unauthorized destinations, nevertheless have extra 
territorial implications by restricting the right of the foreign firm to 
resell the product to destinations prohibited by U.S. regulations.

_ Although the Treasury regulations in particular represent a 
rather substantial assertion of extraterritorial application of U.S. law, 
they are not broadly opposed by foreign jurisdictions (probably because 
the business with the U.S. target countries normally goes to other locally 
owned firms). However, the Canadian Government has objected on a number 
of occasions to the U.S.-imposed restrictions on Canadian companies, and 
difficulties also have arisen with other countries (e.g., Argentina, with 
respect to automotive sales to Cuba) from time to time when transactions 
with important local economic or foreign policy implications were 
involved.

It is interesting to note that, whatever the U.S. restrictions 
exercised extraterritorially are called (extended primary boycott, secondary 
boycott, or other), their manner of implementation is so similar to that 
of the Arab boycott that they would be effectively proscribed if foreign 
countries adopted antiboycott legislation along the lines of S. 69 and 
S. 92.

It is not likely that foreign countries would accept without 
challenge a U.S. law which purported to deny to local firms Ceven though 
U.S.-owned) the opportunity to participate in the growing Arab markets. 
Such a U.S. law almost certainly would increase the problems of U.S. in 
vestors abroad by causing conflicts with local shareholders and local 
governments and would undoubtedly lead to diplomatic difficulties between 
the U.S. Government and local governments. Beyond the immediate issues 
of the right of foreign governments to establish trade policy with the 
Arab states and possible increased hostility to U.S. direct investment, 
a further intrusion of U.S. law into foreign economies could result in 
the long-range impairment of U.S. foreign trade controls, the primary 
objective of which is to protect U.S. national security. While it is 
unlikely that foreign countries would enact laws against all aspects of 
U.S. extraterritorial controls applicable to U.S.-origin products and 
technical data since such action could result in the denial of certain 
advanced U.S. technology to their economies, the freedom of U.S.-con 
trolled affiliates in those countries to comply with Treasury regulations 
might be abridged. It is in this area that U.S. foreign trade controls 
have most frequently run counter to trade practices and diplomatic 
policies of foreign countries.
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Transfer of Freight Forwarding 
Business From New York City to 
Other Ports

Members of the Subcommittee asked that I substantiate my remark 
during the discussion period that it was our understanding that some Jewish- 
owned freight forwarding firms in New York City have been moving to other 
locations because of the enactment of New York State's antiboycott law. 
While the subject of traffic diversion from New York was addressed in 
testimony by subsequent witnesses, I want to include some documentation 
on which my remark was based. I also am including a summary of relevant 
testimony by subsequent witnesses.

Our files include two articles from newspapers in February 1976 
which describe the reaction in New York to enactment of that State's 
antiboycott law Cthe "Lisa Law") . The text of those articles from The 
Journal of Commerce and the New York Times is enclosed. In brief these 
articles indicate that:

— Several New York-based companies and freight for 
warders were seriously considering leaving the state 
because they believed that they could not comply 
with the new law and still carry on business with 
the Arab world.

— Enactment of the Lisa Law was, at the least,
accelerating the loss by New York City of ocean 
freight to other East Coast ports. The New York 
Times article of February 6, 1976, includes an 
estimate by the President of the New York Shipping 
Association that the port probably was losing a 
minimum of two million tons per year.

— Freight forwarding business has been diverted to 
other ports. The New York Times article quotes the 
President of Behring International, identified in 
the article as one of New York's largest freight 
forwarders, as stating that volume at his firm has 
dropped 10 to 20 percent. The article also reported 
that Behring International already had moved a 40- 
person department that served Aramco from New York 
City to Houston. Further, it was noted that in the 
opinion of officials of the New York Chamber of Com 
merce and the National Customs Brokers and Forwarders 
Association the main reason for the move was enactment 
of the Lisa Law.

Beyond these newspaper articles, our impression that the Lisa 
Law has resulted in substantial diversion of business from New York to other
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ports also was supported by statements of New York-based organizations 
submitted last year to the House Committee on International Relations dur 
ing its hearings on amendments to the Export Administration Act:

— The statement of the New York Shipping Association, 
Inc., says that "The mere existence of this statute 
[the Lisa Law], however, has had a tremendous impact 
on the movement of trade through the Port of New York 
and has encouraged the diversion of such trade to 
other ports on the Atlantic and Gulf Coasts of the 
United States . . . lilt has resulted in millions of 
tons of cargo being diverted from this Port and being 
moved elsewhere." CSee Extension of the Export Ad 
ministration Act of 1969: Hearings Before the Com 
mittee on International Relations, House of Represen- 
tatives, Ninety-Fourth Congress, Second Session, Part 
i, pp. 227-233.)

— The statement of the American Institute of Marine 
Underwriters which says that, as a result of state 
antiboycott legislation, "The Institute has witnessed. . . 
a substantial shift of boycott related insurance requests 
away from insurers in New York, and more recently Mary 
land, to foreign based insurance concerns or concerns 
whose interests lie primarily in other jurisdictions." 
CSee Extension of the Export Administration Act, p. 
658.) Please note that the statement asserts that the 
state laws have resulted in the transfer of insurance 
to foreign-based concerns as well as concerns in other 
states.

The question of the diversion of business (including freight 
forwarding business) from New York City as a result of the Lisa Law also 
was addressed by later witnesses during your Subcommittee's hearings on 
February 21 and February 22:

— Mr. Philip Baum of the American Jewish Congress testi 
fied on February 21 that his organization had prepared 
a fairly detailed report analyzing activities in the 
Port of New York and found that there was no substantial 
or significant diversion of trade as a result of the 
Lisa Law. He also stated that the only changes in 
operations of which he was aware were those associated 
with Aramco. Finally, he observed that, to the knowl 
edge of his organization, neither New York nor any 
other jurisdiction has had any substantial loss of 
trade within the state because of the existence of 
state antiboycott laws.
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— Mr. Gilbert M. Weinstein of the New York Chamber of 
Commerce and Industry cited estimates based on Bureau 
of Census data concerning waterborne exports to the 
Arab Middle East for the first 10 months of 1976 
which indicate that there has been very substantial 
diversion from New York/New Jersey ports of ocean 
going traffic to that area. According to these data, 
during 1976 those ports experienced a loss of 10,248 
long tons Ca decrease of 5.3 percent) in traffic to ' 
the Arab Middle East, while traffic from the other 
ports cited (Baltimore, Hampton Roads, Mobile, and 
New Orleans) increased 450,914 tons. The increases in 
tonnage destined to the Arab Middle East from those 
ports ranged from 93.1 percent for Mobile to 127.6 per 
cent for Baltimore. Mr. Weinstein' s testimony indi 
cates that his organization believes that the Lisa Law 
has been a major factor in this substantial shift in 
shipments from New York/New Jersey ports to other ports.

— Mr. Gerald Ullman of the National Customs Brokers and
Forwarders' Association of America testified that freight 
forwarders in New York City, as a result of the Lisa Law, 
are being requested by exporters to divert shipments 
from New York to other ports. While this has not yet 
resulted in the exodus of freight forwarding companies 
from New York, it has resulted in increased activity 
in the offices of those freight forwarder companies in 
Baltimore and other ports. Mr. Ullman's testimony 
reflected little doubt that the Lisa Law was the princi 
pal factor in this divergence of traffic destined for 
the Middle East from New York to other ports.

As distinguished from the comments of Mr. Philip Baum, we find 
the testimony of Mr. Weinstein and Mr. Ullman persuasive. While it is 
surprising that such a substantial shift in traffic has not resulted in 
the exodus of freight forwarder companies from New York, it seems clear 
that the divergence of cargo to other ports has resulted in the transfer 
of jobs in the freight forwarding business from New York. My reference 
to Jewish ownership of freight forwarding companies was based on my 
impression, which I am not able to substantiate, that significant numbers 
of freight forwarding and marine insurance firms in New York are Jewish 
owned.

Other Supplementary Comments

Testimony of Secretary of State Vance.—Since our appearance 
before your Subcommittee, Secretary of State Vance presented the Executive 
Branch's position on antiboycott legislation. The Secretary pointed out 
very effectively the potential detrimental effects of strong antiboycott 
legislation on U.S. diplomatic efforts in the Middle East and on U.S. 
trade and financial relations with the area. The Secretary's statement
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also recognized the great difficulty in drafting effective legislation 
in the "refusal to deal" area from the standpoint of enforcement, the need 
to provide companies with clear guidelines on how to conduct trade in boy 
cott-related conditions, and the difficult problems which would be posed 
for firms by the proposed legislation in terms of complying with certain 
of the import documentation requirements of the Arab boycotting nations.

As we indicated in our February 21 statement, the benefits to 
be gained by S. 69 and S. 92 are not at all clear. Indeed, we believe 
that certain of the bills' provisions (including the refusal to deal pro 
visions) could well result in more difficulties for U.S. persons and 
firms, including blacklisted persons and firms, in terms of doing busi 
ness in the Middle East than exist at present. Further, to repeat, the 
effect of such bills on negotiations for a peace settlement might be 
serious.

U.S. antiboycott actions already taken.—We believe the hearings 
have not given sufficient attention to the fact that the United States 
already has taken a number of actions against foreign boycotts and that 
these actions go far beyond what has been done by any other country. 
In addition to actions which have been taken administratively (with resepct 
to discriminatory boycott-related requests, public disclosure of company 
reports, withholding of government assistance for transactions containing 
boycott-related conditions), the Congress has enacted—without public 
hearings or opportunity for public comment—novel and complex additions 
to the Internal Revenue Code through the antiboycott amendments to the 
Tax Reform Act.

These provisions, which deny certain tax benefits to taxpayers 
who participate in or cooperate with a boycott in ways specified in the 
Act, provide an inducement for companies to attempt to negotiate for the 
removal of offending boycott-related conditions. In his testimony before 
the Subcommittee on February 28, Secretary of State Vance mentioned that 
diplomatic efforts and the efforts of the U.S. business community have 
brought about some encouraging changes in Arab requirements for negative 
certifications. As was suggested in our testimony, the route of negotia 
tion—through U.S. diplomatic channels and by firms in individual trans 
actions—offer a more promising, and certainly less costly, means of 
minimizing the impact of the Arab boycott than the sweeping prohibitions 
of S. 69 and S. 92.

Availability of blacklist information.—During my testimony I 
inquired of the Subcommittee as to whether it had access to the blacklist. 
The response was in the affirmative, that it is a public document, and 
that it is available to us through the Subcommittee. After our appearance, 
we called the Subcommittee office to obtain blacklist information. We 
were referred to the 1975 hearings by the Senate Foreign Relations Com 
mittee 's Subcommittee on Multinational Corporations. Those hearings, 
already in our possession, contain a 1970 blacklist of Saudi Arabia. This 
hardly is complete or current information.
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Moreover, it is our understanding that in addition to a blacklist 
maintained by the Central Office of the Boycott in Damascus, each of the 
Arab nations participating in the boycott maintains its own national list. 
It is also our understanding that none of these lists are generally avail 
able to the public and certainly are not available to U.S. firms which are 
exporting to the Arab nations. In a nutshell, the Subcommittee and its 
staff obviously do not have up-to-date information on Arab blacklists, nor 
does the business community.

Degree of action by foreign governments against the Arab boy 
cott.—In our oral comments on February 21 and in our written statement, 
we made the point that, to the best of our knowledge and that of the Execu 
tive Branch, no foreign government (other than Israel) has taken any action 
which would have any significant impact on implementation of the boycott. 
We are confident that Senator Williams will find little if any evidence 
that the United Kingdom, Germany, or any other country takes strong action, 
as a government, against the Arab boycott. Even if there have been some 
statements of policy in opposition to foreign boycotts, one should bear 
in mind that a policy is sometimes announced by a foreign government but 
not enforced.

The very substantial U.S. commitment and assistance to Israel.— 
In oral remarks, I referred to the fact that, in supplying military 
hardware, the United States has given very substantial support to both 
Israel and the Arab nations, and is continuing to do so. In amplification 
of that point, since 1965 U.S. military assistance to Israel has totaled 
over $6 billion and a further $1 billion is programmed for fiscal year 
1977. In addition, substantial economic assistance has been given to 
Israel. Thus, Israel has been given very substantial assistance of all 
types, public and private. Legislation of the type now before the Sub 
committee intended to help Israel could be a costly—and, in all likeli 
hood, ineffective—way of attempting to expand our already substantial 
assistance.
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Newspaper Articles Dealing With 
Impact of New York State's Antiboycott Law

Following is an article by Peter T. Leach, Journal of Commerce Staff, from 
The Journal of Commerce, February 6, 1976.

"Hearings Open on Arab Boycott: N.Y.-Based Firms Weigh 
Leaving State."

Several New York State-based companies and freight 
forwarders are seriously considering leaving the state 
because of the "Draconian" provisions of a new law aimed 
at preventing discrimination by the Arab boycott of Israel.

Sources close to these companies told The.Journal 
of Commerce that the companies and forwarders have decided 
that they cannot comply with the provisions of the so- 
called Lisa law and still carry on business with the Arab 
world. Because the Arab states are drawing an increasing 
volume of exports from these companies, they may quit the 
state rather than lose this export business.

These sentiments were expressed at hearings by the 
state Assembly's subcommittee on human rights, which opened 
here Thursday, on the Arab boycott of individuals and com 
panies doing business with Israel.

The hearings, under the chairmanship of Assemblyman 
Joseph F. Lisa, D-Queens, were convened to assess the work 
ings of the new New York State law prohibiting religious 
discrimination by means of a blacklist or boycott.

New York State Human Rights Commissioner Werner H. 
Kramarsky indicated that some of the provisions of the new 
law may not be enforceable. He said that it is probably 
not unlawful to require a certification that goods shipped 
to an Arab country are not being shipped on a vessel owned 
by a country unfriendly to the importing country.

Mr. Kramarsky said his department has had no experi 
ence with international trade and banking, and consequently 
lacks the expertise to enforce the New York State law.

Urges Federal Law.—Mr. Kramarsky urged the passage 
of federal legislation to enforce provisions against discri 
mination on a national level.

Assembly Speaker Stanley Steingut accused the United 
States Government of being "an all-too-willing partner of 
the Arabs."
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"In certain instances they have not allowed American 
Jews to work in Arab countries and they have refused to sub 
contract to American companies who were on the boycott list." 
Mr. Steingut said that President Gerald Ford's commitment to 
end the boycott had been followed by a "go-easy" policy by 
the Commerce Department, and by what appears to be a reversal 
of the tough stand initially taken by the Federal Reserve 
System.

Mr. Steingut indicated that New York banks have played 
a principal role in the enforcement of the boycott. "Their 
refusal to accept invoices without certification that the 
companies had complied with the Arab boycott rules set them 
up as the focal point of the entire procedure," he said.

Banks to Testify.—Chase Manhattan Bank, First National 
City Bank and Chemical Bank are all scheduled to testify on 
their role in shipping certification in today's hearings at 
the Carnegie International Endowment Center.

In Thursday's hearings, international executive of CBS, 
Inc. and RCA Corp. explained the reasons why both companies 
have been boycotted by the League of Arab States.

Charles R. Denny, RCA's retired vice president of in 
ternational operations, said RCA was blacklisted in 1966 be 
cause it had a licensing agreement with a distributor in 
Israel, allowing him to press records using the RCA label.

Arab boycott officials have told Mr. Denny that RCA 
could be delisted if RCA severed relations with its Israel 
licensee, but Mr. Denny said RCA would not terminate that 
arrangement.

Sales Drop.—Because of the Arab boycott, he said, 
RCA's sales to Arab countries had dropped from a $10 mil 
lion volume in 1966 to $1 million last year.

Leonard Spinrad, vice president of corporate infor 
mation for CBS, Inc., said CBS learned in 1969 that it had 
been boycotted as a result of establishing a record- 
pressing subsidiary in Israel, CBS Records Israel, Ltd. 
Mr Spinrad said CBS has decided to continue operations in 
Israel and has made no effort to get off the boycott list.

A manufacturer of men's outerwear for use in air 
craft maintenance work, Gerald Spiwak, told the subcommittee 
that Northrop Aviation had declined to buy clothing from his
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firm because it was Jewish-owned. He said a Northrop buyer 
had told his Los Angeles sales representative that the com 
pany could not buy from anyone who was Jewish because North 
rop does a substantial amount of business in Saudi Arabia.

Confusion Created.—The New York State law against the 
Arab boycott, which was sponsored by Assemblyman Lisa last 
year, has created a good deal of confusion in the minds of 
companies doing business in the Arab world. The law has not 
yet been tested in the courts, and General Electric Corp., 
which was summoned to testify in today's hearings, has deci 
ded to test the law by refusing to appear.

State Assemblymen on the subcommittee appeared to be 
holding the hearings as a means of pressuring the Federal Gov 
ernment into passing stiffer anti-boycott legislation of its 
own. But doubts have been raised as to the constitutionality 
of certain povisions of the New York State law.

Following is an article by Richard Phalon from The New York Times, February 6, 
1976.

"Anti-Boycott Law Trims Port's Mideast Traffic: 
is Losing Mideast Business."

Port Here

Exporters, apparently worried about breaching a new 
state law that makes aiding the Arab boycott of Israel a 
misdemeanor, are diverting cargo destined for the Middle 
East from New York City to other ports.

The law, an amendment to the State's Human Rights 
Act, became effective Jan. 1. According to James J. Dick- 
man, president of the New York Shipping Association, it is 
too early to tell exactly how hard the port has been hit 
so far.

"We just know we're losing an awful lot of freight," 
he said in an interview. "We're probably losing a minimum 
of two million tons a year."

That figure would represent about 9.5 percent of the 
total 21 million* tons of general cargo the port of New York 
handled last year.

The port, partly because of its comparatively high 
operating costs, has been losing freight to Montreal, 
Baltimore and other East Coast ports for years.
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The "Lisa law"—Assemblyman Joseph F. Lisa, Democrat 
of Queens, sponsored the statute—is apparently accelerating 
that trend.

According to Gerald H. Ullman, general counsel for 
the New York Freight Forwarders Association/ and Gilbert 
Weinstein, vice president of international affairs for the 
New York Chamber of Commerce, the economic pressure has 
already begun to eddy from the long-shore labor on the docks 
to packing houses and freight forwarders.

Mr. Lisa could not be reached for comment. In the 
past he has contended that such commentary is on shaky 
factual ground.

But a spot check of freight forwarders (whose func 
tion is to arrange the details of a shipment from the ex 
porter's factory to the point of consignment) suggests that 
business is indeed being funneled elsewhere.

Steve Palumbo, a vice president of Behring Inter 
national Inc., one of New York's biggest freight forwarders, 
says that volume at his firm has dropped "10 to 20 percent" 
since the Lisa law went into effect.

Behring, in fact, has written its clients and told 
them it could no longer handle out of its New York office 
shipments certified as not being of Israeli manufacture.

Saudi Arabia, Bahrain, Syria and other Arab nations 
almost invariably require such a certification before they 
will accept delivery of purchases made here.

Exporters and freight forwarders are also required, 
as part of the Arab boycott of Israel, to certify—among 
other things—that the ship on which the goods are being 
moved does not call at Israeli ports and is not on the 
Arab blacklist.

Conditions Noted.—In the letter to clients, Behring 
said its New York office "at the present time" would not be 
able "to ship freight to any country which takes part in 
restrictive trade practices or boycotts."

The letter also went on to note, however, that "all 
other B.I.I, offices will be operating under normal condi 
tions ."



220

"Our customers have told us they don't want any 
problems," Mr. Palumbo said in an interview. "They don't 
want to come to New York because of the Lisa law."

Thus far the Maw, which rolled through the Legis 
lature with no opposition, has not been enforced. Werner H. 
KramarsJcy, State Human Rights Commissioner, could not be 
reached for comment, but he has testified that he has 
neither the staff nor the budget to administer the law.

Though Mr. Ullman and other lawyers have broadly 
construed the law forbidding any "aiding and abetting" 
of the Arab boycott, the Human Rights Commission has not 
issued any guidelines or regulations under the statute.

According to one freight forwarder who said he 
did not want his name disclosed, the result is that "I'm 
not sure whether I'm breaking the law or not."

This forwarder has taken the precaution of set 
ting up a New Jersey corporation and opening a small 
office in Linden, N.J., to which he intends to shift his 
business if the law is enforced.

"It would either mean staying in New York City and 
firing 40 percent of the 35 people in the office, or 
moving out of the city entirely," he said.

Behring has already moved the 40-person purchasing 
department that used to serve the Arabian American Oil 
Company from New York City to Houston. Mr. Palumbo said 
the moved was prompted by the need for "better controls" 
rather than the Lisa law.

Both Mr. Weinstein of the New York Chamber of 
Commerce and Mr. Ullman of the Freight Forwarders Associ 
ation insist, however, they have been told that the new 
statute was the main reason for the relocation.

That's 40 jobs the city can ill afford to lose," 
Mr. Weinstein declared. "Aramco alone moved millions of 
tons through the port—a tremendous amount, enough to 
keep one small .port busy all on its own."

The Chamber of Commerce official said he could not 
put a number on how many jobs had been affected here, but 
he added, "You have to think of the packing companies and 
others who make their living out of foreign trade.
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Moral Issue Seen.—The Lisa law has the backing of the 
American Jewish Congress, which contends that the Arab boycott 
is a moral issue rather than an economic issue. It takes the 
position that American business "complicity" in the boycott is 
a form of "economic warfare."

Mr. Ullman says he thinks the Lisa law could be amended 
in a way that "the port and everybody else could live with," 
although he says he sees no movement in that direction.

We've been getting a lot of tea and sympathy in Albany," 
he said, "but not much of anything else."
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Senator STEVENSON. The next witnesses will also comprise a panel: 
Maxwell E. Greenberg, chainnan of the National Executive Com 
mittee of the Anti-Defamation League; and Mr. C. L. Whiteliill, vice 
president and general counsel of General Mills, Inc.

Gentlemen, I will repeat my earlier request: If you will be good 
enough to condense your statements, we will enter the full statements 
in tho record.

Mr. Greenberg, can we proceed with you first?

STATEMENT OF MAXWELL E. GREENBERG, CHAIRMAN OF THE NA 
TIONAL EXECUTIVE COMMITTEE, ANTI-DEFAMATION LEAGUE, 
ACCOMPANIED BY ALFRED MOSES, CHAIRMAN OF THE DOMESTIC 
AFFAIRS COMMISSION, AMERICAN JEWISH COMMITTEE; PHILIP 
BAUM OF THE AMERICAN JEWISH CONGRESS; AND C. L. WHITE- 
HILL, VICE PRESIDENT AND GENERAL COUNSEL, GENERAL 
MILLS, INC.

Mr. GREENBERG. Thank you, Mr. Chairman.
In response to the Chair's admonition, I shall not attempt to read to 

you that which you may read for yourselves, but summarize die key 
portions of the statement prepared.

Senator STEVENSON. Without objection, the full statement will be 
entered in the record.

[The complete statement follows:]
STATEMENT OP MAXWELL E. GREENBERG, CHAIRMAN OF THE NATIONAL EXECUTIVE 

COMMITTEE OF THE ANTI-DEFAMATION LEAGUE OF B'NAI B'RITH
Mr. Chairman, members of the committee, my name is Maxwell Greenberg and 

I am Chairman of the National Executive Committee of the Anti-Defamation 
League of B'nai B'ritli. I have the honor of appearing—not only for the Anti- 
Defamation League—'but also for the American Jewish Committee and the 
American Jewish Congress and the other six national and 101 local constituent 
agencies of the National Jewish Community Relations Advisory Council whose 
names are appended. I am accompanied today by Mr. Alfred Moses, American 
Jewish Committee, and Mr. Philip Baum, American Jewish Congress.

We appreciate this opportunity to present our views on the anti-boycott provi 
sions of S. G9 (Stevenson Bill) and S. 92 (Williams-Proxmire Bill). Mr. Chair 
man, we appeared before this Subcommittee in July, 1975, and before several 
other committees of the 94th Congress which were then considering amendments 
to the Export Administration Act of 1969, and we presented our views in support 
of effective anti-boycott legislation.

The need for such federal legislation is as clear and imperative today as it was 
then, and as it has 'been in the years before.

The invidious and divisive character of the Arab boycott operation in the 
United States, I submit, has been amply documented by this time hy countless 
disturbing examples. The published record of the hearings held by this Commit 
tee on July 22 and 23, 1975, detail the history of the boycott since 1946, its harm 
ful impact on American citizens and companies, its distressing use of blacklists 
and even its obnoxious anti-Jewish practices. To this day, the Arab boycott, 
directly or indirectly, seeks to coerce responsible American firms to refuse under 
threat of withholding of Arab business to deal with other American firms, or to 
avoid normal commercial relations with Israel, a country friendly to the United 
States.

Some American firms, otherwise thoroughly qualified, have been denied or 
threatened with denial of contracts simply because of their trade relationships 
with Israel, or because of their relationships with other American companies 
who trade with Israel. The Arab boycott has pitted American firms against 
other American firms to further the economic warfare of the Arab states against 
an ally of the United States. Equally sinister, although perhaps more subtle, the
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Arab boycott apparatus, headquartered in Damascus, has compelled American 
firms to police and enforce its boycott.

In an effort to terminate certain of these pernicious practices, imposed upon 
the American business community,.the Senate in late August, 1976, passed with 
some modifications, a bill sponsored by you, Mr. Chairman, aimed principally at 
prohibiting the tertiary boycott. In the House, a bill covering secondary as well 
as tertiary boycotts was adopted. Despite the overwhelming support for anti- 
boycott legislation in both houses of Congress, legislative enactment failed be 
cause a parliamentary tactic in the closing days of the 94th Congress fatally 
delayed the appointment of Senate-House conferees.

Notwithstanding that parliamentary obstruction, an informal conference com 
mittee was appointed and it agreed upon proposed legislation which you, Mr. 
Chairman, have now introduced, with certain modifications, as Senate Bill 69. 
A summary of that "Conference Committee" bill was inserted by you in the 
Congressional Record of September 30, 1976, on page S. 17462, and with your 
permission I would like to offer that summary as part of my testimony.

S. 92, introduced on January 10, 1977, by Senators Williams and Proxmire, 
has most of the features of your bill, S. 69, but with some differences and addi 
tions which I will address here today.

Mr. Chairman, both S. 69 and S. 92 are strong yet reasoned responses to the 
boycott's demonstrably harmful intrusion upon America's commercial life. Both 
bills prohibit secondary and tertiary boycotts and require public disclosure of 
boycott requests and compliance.

Both bills will promote international commerce and world peace, because any 
boycotting nation will be told that American business and industry cannot be 
made unwitting tools of warfare against our friends and allies. Both bills will 
promote domestic harmony—by preventing artificial restraint of trade and pre 
cluding the potential segregation of American businesses into two groups: Those 
who refuse to have others dictate with whom they may do 'business, and those 
who accept foreign domination.

Both bills do provide certain exceptions which have been included to eliminate 
unreasonable burdens on the interstate and foreign commerce of the U.S. To 
illustrate, the legislation permits American oil companies to certify they will not 
transship oil which they have purchased from Saudi Arabia (or other Arab 
states) to Israel, a boycotted country. The bills would not preclude compliance 
with anti-confiscation clauses, often imposed by one belligerent nation against 
another. For example, the legislation would allow prohibition of the shipment 
of goods on a carrier of a boycotted country or via a route designated by the 
boycotting country.

To begin with, members of the Committee, we believe that the following prin 
ciples, at least, must he the basis for any anti-boycott legislation that is to be 
regarded as worthwhile, effective and capable of dealing with the harmful 
aspects of the Arab boycott operations in the United States.

No U.S. person may discriminate against a U.S. individual on the basis of 
that individual's race, religion, sex, ethnic or national origin, to comply with, 
further or support a foreign boycott.

No U.S. person may furnish information with regard to, or reflective of, a 
U.S. individual's race, religion, sex, ethnic, national origin or business relation 
ships with a boycotted country, to or for the use of a foreign country, its 
nationals, or residents to comply with, further or support a foreign boycott.

No U.S. person may refrain from doing business with or in a foreign country, 
its nationals or residents pursuant to an agreement with a foreign country, its 
nationals or residents thereof, to comply with, further or support a foreign 
boycott.

No U.S. person may refrain from doing business with any other U.S. person 
pursuant to an agreement with a foreign country, its nationals or residents to 
comply with, further or support a foreign boycott.

Agreements or conduct which have the prohibited effect on U.S. persons would 
be violations of applicable law irrespective of where such agreements are entered 
into. "Agreements" should be defined to include compliance with a request from, 
a requirement of or on behalf of a boycotting country.

The legislation should apply to U.S. nationals arid residents and to domestic 
corporations or corporations domiciled in the United States, and to foreign cor 
porations owned and controlled in fact by U.S. nationals, as to their activities 
within or outside of the United States. It should also apply to U.S. companies 
wherever located but should not apply to foreign corporations in which an Ameri-
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can company may have an ownership interest, but which it does not in fact 
control. No U.S. person should utilize any foreign person, whether or not affiliated 
with such U.S. person, to evade the application of the legislation.

The legislation should provide that the American public, as well as the legisla 
ture and concerned agencies of the U.S. Government, be informed as to requests 
affecting the freedom of choice of U.S. persons and compliance with such requests.

I now address, Mr. Chairman, the chief area wherein your bill, S. 69, and 
S. 92 differ—the issue of so-called "negative certificates of origin." We submit 
that the difference is significant.

S. 69 excepts negative certificates of origin from the boycott practices pro 
hibited by the proposed legislation. As you know, negative certificates of origin 
require American exporters, banks, freight forwarders and others who trade 
with Arab countries, to certify that the products being exported to an Arab 
country were not made in whole or in part in Israel.

In contradistinction, S. 92 prohibits the use of negative certificates of origin but 
would allow the use of positive certificates of origin, that is, affirmative state 
ments regarding the country of origin or manufacture, as, for example, an 
affirmative certification that the goods were "made in the United States." We 
support the latter, that is, the formulation in S. 92. The use of positive certificates 
of origin, a common practice in international trade, is not flawed with the 
objectionable features of the negative certificates.

Mr. Chairman, why do we emphasize the issue of negative certificates of 
origin as a major distinction between your bill and S. 92? Simply stated, the 
negative certificate is a cornerstone on which the Arab boycott is today struc 
tured and enforced. Unlike the positive certificate, there is no justification in 
'•ommercial practice, or in the application of duties and import taxes, for negative 
certificates. The negative certificate singles out for invidious discrimination, a 
country friendly to the United States—Israel. Further, it creates a chilling 
effect upon otherwise healthy American-Israel trade relations by discouraging 
American firms from developing and maintaining mutually advantageous com 
merce with the State of Israel. Moreover, when an American firm furnishes 
boycott information to the Arabs by way of certifying a negative certificate of 
origin it aids and abets a boycott contrary to U.S.-declared national policy.

Mr. J. T. Smith, then General Counsel of the Department of Commerce co 
gently underscored this point in his November 5,1976 memorandum on the subject 
of the Arab boycott. Mr. Smith declared :

"We are obligated to encourage and request American business concerns to 
refuse to take any action that would further or support the boycott. Firms which 
supply information regarding origin of goods, nature of business relationships 
with Israel, etc., do help the Ara'b nations to operate their boycott system. This 
system fundamentally depends upon the availability of such information."

We concur with Mr. Smith that when an American firm supplies negative 
information with respect to the origin of goods, it affirmatively assists the Arab 
boycott operation. I would like to have entered into the record the complete text 
of Mr. J. T. Smith's memorandum.

The extensive use of negative certificates by the boycotters is amply docu 
mented and points up the need to prohibit its use. An analysis by the Anti- 
Defamation League, the American Jewish Committee and the American Jewish 
Congress of the first 836 boycott reports which had been made public by the 
Department of Commerce, following President Ford's disclosure order of Octo 
ber 7, 1976, revealed that the negative certificate of origin was, by far. the most 
frequently demanded boycott condition. Indeed, that demand was made in 614 
out of 836 cases studied—nearly 75 percent. With your permission, I would like 
to have that study entered into the record. Mr. Chairman, to permit the continued 
employment of the negative certificate of origin would legitimize a principal 
weapon employed by the Arab-boycott operation which compels American firms to 
police and enforce its boycott against Israel, and for which there is no justifica 
tion in normal international trade practices.

Any concern that Arab boycotting countries will curtail trade rather than 
forego negative certificates is dispelled by the recent announcement of the New 
York Chamber of Commerce and Industry that the Arab Boycott Office in Jeddah 
will no longer insist upon negative certificates, but will recommend instead ac 
cepting positive assurances of U.S. manufacture. The Chamber reports that sev 
eral Arab consulates have acknowledged and indicated agreement to this change.

The decision is gratifying confirmation of the view that negative certificates 
are not genuinely necessary or relevant to trade. It is imperative, however, that
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this be supplemented by a U.S. statutory prohibition that will act upon these 
tentative indications to insure that there will be no change in the current practice 
of a few Arab countries and to make certain that this practice becomes uniform 
and universal among the others.

I would like to turn Mr. Chairman to another important distinction between 
S. 69 and S. 92: Section 4 A. (a) (1) of S. 69 states: ". . . the President shall 
issue rules and regulations prohibiting any United States person from taking any 
of the following actions icith intent to comply with, further, or support any boy 
cott fostered or imposed by a foreign country against a country which is friendly 
to the United States . . .". (italic supplied) S. 92 differs by eliminating the words 
"with intent". We submit, that the inclusion of these words in S. 69 unduly 
limits the likelihood of successful enforcement of the civil sanctions of the statute.

In a civil proceeding, a prima facie case should be made by proving that a 
person has engaged in any of the prohibited activities; to require a private plain 
tiff or regulatory agency to prove the mental state of the defendant imposes a 
difficult burden of proof. Moreover, the prohibition of S. 92 by its terms (See 4A 
(a) (1), lines 23-25 on Page 22 of the Bill) applies only to "actions to comply 
with, further or support" any foreign boycott against a friendly country. "Wrong 
ful" intent is an appropriate element of the prosecution case, if a criminal action 
were instituted under the statute. In the event, therefore, that a person were 
charged criminally for a violation, the requirement of mens rea, criminal intent, 
would be operative as in virtually all other penal statutes.

Mr. Chairman, statements in opposition to comprehensive boycott legislation 
have been heard before this and other Congressional Committees; they have 
appeared in newspaper ads and in news releases, and in communications to 
stockholders, etc. The time has long passed for endless rejoinders to these ob 
jections—most of which are specious in content, fear-mongering in intent, and 
in some Instances simply designed to curry favor with Arab business clients, 
present or potential. This country has made it, plain it will not set aside moral 
concerns or excuse business from conducting its affairs within moral parameters, 
even when it can be persuasively argued that such concerns entail a competitive 
cost. Thus this country demands that American businessmen refrain from bribing 
officials abroad in order to win favorable treatment—even though this may be 
acceptable abroad and indeed may be the common practice of competing business 
firms from other countries. We are simply not willing to purchase American 
contracts at the expense of American morality. And we believe these same con 
siderations should be involved in assessing the propriety of Arab boycott prac 
tices in the U.S.

Opponents of effective anti-boycott legislation have argued that its enactment 
would cause American businesses substantial losses of international trade. We 
disagree. A perusal of the boycott regulations and their implementation estab 
lishes that the Arabs apply their blacklist opportunistically. As the New York 
Times commented in April, 1976.

"The experts note that in business deals the Arabs have become highly so 
phisticated, examining comparative prices, quality and delivery terms more than 
the foreign policy of the supplier nations . . . even in their blacklist of concerns 
that have installations in Israel, the Arabs have recently taken a more flexible 
approach, in keeping with their needs to do business at the best terms. Both 
Egypt and Syria, Arab sources report, have brought forward proposals that com 
panies could be removed from the blacklist if they contribute to the economic 
development of the Arab world to a greater degree than their involvement in 
Israel."

The same article noted that even though France has cooperated with the 
boycott, its trade with the Arab nations nevertheless has fallen behind Italy, 
Sweden, the United States, .The Netherlands, and even West Germany which 
generally does not cooperate with the Arab boycott.

We sincerely believe, and experience bears out, that Arab boycotting countries 
will buy the best available product for the cheapest possible price in the shortest 
delivery time offered. They are, first and foremost, businessmen. They will trade 
with any nation on the face of the earth, except perhaps Israel itself. American 
know-how, technical genius and product superiority are the controlling criteria 
and since the beginning, have been the major factors in Arab trade with the 
United States. If and when the American business establishment loses these 
special characteristics and qualities, the Arabs will go elsewhere—whether or 
not our businessmen have knuckled under to the boycott. Experience shows that 
the Arabs will not turn their backs on American enterprise—even in the face of
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an effective anti-boycott law—if we remain competitive in forms of quality serv 
ice and price.

Furthermore, while opponents of anti-boycott legislation deplore the possible 
loss of business for some American firms they fail to manifest any concern for 
those American firms who may lose business for standing up to the boycott.

In the absence of federal legislation, the paradoxical result is that those firms 
that adhere to the national policy of this country and resist boycott demands are 
made to suffer serious penalty. They pay a price by forfeiting Arab trade while 
those businesses that defy national policy and participate in the boycott become 
the beneficiaries of Arab commerce. This can be corrected only by a federal law 
which will proscribe participation by any American firm and thus insure that 
those businessmen who act upon principle and support our national policy will 
be protected from unfair and unsupportable disadvantage.

•Similarly, as we have noted, Arab states allow themselves wide discretion and 
leeway as to the stringency with which they will enforce the boycott in particular 
cases. Where an American firm is large enough and powerful enough, the Arab 
states characteristically relax boycott requirements and allow business to be 
conducted on normal terms. This means that small and medium size firms, those 
without means and power to resist, will continue to suffer serious competitive 
disadvantage until they are given the protection of a federal law which will 
uniformly prescribe compliance by all firms alike and thus place all American 
business on equal footing in confronting the boycott and in soliciting Arab trade.

Mr. Chairman, a recent Louis Harris Poll reveals that an overwhelming major 
ity of Americans opposes the Arab bovcott. The American people perceive the Arab 
boycott as a moral issue. President Carter has described compliance and business 
cooperation with the boycott as a "disgrace". Our Secretary of Commerce has 
stated her views in identical terms to the Senate Commerce Committee. We re 
spectfully submit that the American Congress bears an obligation to express the 
will of the majority of the American people, and to implement, by law, the moral 
indignation of most American businessmen.

Key leadership of American business now recognizes that elimination of the 
Arab boycott requires in this country immediate legislative action and cannot 
await the ultimate resolution of the Middle East conflict. Nor are the two really 
related. Boycott in the United States victimizes us regardless of peace, war or 
ceasefire in the Middle East.

Worthy of special note; Mr. Chairman, is the turnabout by the Unitd States 
Chamber of Commerce on the efficacy of boycott legislation. In a recently issued 
"Policy Statement On Foreign Boycotts", the Chamber throws its support in 
favor of.". . . legislation which would eliminate or reduce any restrictive trade 
practices impeding the freest flow of international trade." The statement calls for, 
among other things, a statutory ban on secondary and tertiary boycotts. Although 
we take issue with some of the specifics proposed by the U.S. Chamber of Com 
merce, we welcome it to the ranks of those supporting anti-boycott legislation.

Simply stated, the question is whether this great Nation will acquiesce in 
improper foreign demands which generate practices clearly in conflict with Amer 
ican principles and interests. The Export Administration Act of 1069, which ex 
pired several months ago, articulated this principle in unambiguous language, 
declaring it to be official American policy to oppose foreign boycotts and re 
strictive trade practices against nations friendly to the United States. That same 
policy, as we said, "encouraged and requested" Americans to refuse to take any 
action or support such restrictive trade practices or boycotts.

The hills already introduced in this 95th Congress, the nearly successful passage 
of boycott legislation in the 94th Congress further attest to the ever-mounting 
support for legislation to strengthen and give force to the Export Administration 
Act's policy declaration. As I mentioned earlier, the President of the United 
States has on several occasions declared publicly his unalterable opposition to 
the boycott and his support for comprehensive legislation against it.

Mr. Chairman, it should be pointed out that six States have already enacted 
anti-boycott statutes, while several others have bills pending. The States have 
acted first, because, they view foreign boycott intrusions in their jurisdictions as 
immoral and as discriminatory against their citizens. Second, the States are 
adopting legislation because effective Federal legislation has not been enacted 
into law. An examination of the already enacted State laws discloses differences 
among them in scope, form and enforcement. Consequently, some businessmen 
and banks in these States complain they are unfairly restricted because there are 
other States without such statutes. They express fear that their States will be 
deprived of Middle East trade which will be diverted to States which have no
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law. I might add, parenthetically, that we have seen no responsibility study re 
flecting that any State with an antiboycott law has, because of it, lost, any but 
insignificant, Middle East trade. We have, however, seen studies that indicate 
there have been no losses sustained as a result of such State legislation.

Mr. Chairman, the United States needs a clear, comprehensive and strong na 
tional anti-boycott law. We need it because the American experience shows that 
our existing antiboycott policy, without sanctions, has failed to impede harmful 
Arab-boycott operations in the United States. Based on recent Commerce Depart 
ment statistics, the evidence confirms that the demands of the Arab boycotters on 
-American firms have increased inordinately. Moreover, the study of the recently 
released reports, which we have entered into the record, attests that only 4 per 
cent of all those reporting, flatly indicated noncompliance with the boycott 
demands.

As an accompaniment of this legislation we urge the Congress to advise the 
President and the other members of the Executive Department of the construc 
tive purposes that would be served by using the influence and standing of our 
country abroad, to help induce our friends to adopt similar legislation and to 
enact prohibitions—thus to make it certain and clear the Arab boycott will 
never be allowed to operate as a disturbing and distorting factor in international 
trade.

Mr. Chairman, the United States of America cannot permit foreign powers to 
use economic blackmail to dictate how Americans shall conduct business here 
among themselves or overseas with nations friendly to the United States. Con 
gress must legislate now to shield all Americans and our business community 
from divisive foreign economic pressures, threats, intimidation and religious 
discrimination. We urge, therefore, the swift enactment of S. 92 which we be 
lieve will allow the American community to conduct its trade and commerce 
based upon declared U. S. policies and ethical principles.

NATIONAL JEWISH COMMUNITY RELATIONS ADVISORY COUNCIL
CONSTITUENT ORGANIZATIONS

NATIONAL AGENCIES
American Jewish Committee ; American Jewish Congress; B'nai B'rith—Anti- 

Defamation League; Jewish Labor Committee; Jewish War Veterans of the 
U.S.A.; National Council of Jewish Women; Union of American Hebrew Con 
gregations; Union of Orthodox Jewish Congregations of America; and United 
Synagogue of America.

LOCAL, STATE, AND COUNTY AGENCIES

Alabama: Jewish Community Council, Birmingham.
Arizona: Anti-Defamation—Community Relations Committee, Tucson Jewish 

Community Council.
California: Jewish Community Relations Council for Alameda and Contra 

Costa Counties; Jewish Community Federation, Long Beach; Community Rela 
tions Committee of the Jewish Federation-Council, Los Angeles: Sacramento 
Jewish Community Relations Council; Community Relations Committee of the 
United Jewish Federation, San Diego; Jewish Community Relations Council, 
San Francisco; Jewish Community Relations Council, Greater San Jose.

Connecticut: United Jewish Council, Bridgeport; Community Relations Com- 
mitee, Hartford Jewish Federation; Connecticut Jewish Community Relations 
Council; Jewish Federation, New Britain ; New Haven Jewish Community Coun 
cil ; Jewish Community Council, Greater New London, Inc.; Jewish Community 
Council, Norwalk; United Jewish Federation, Stamford; Jewish Federation, 
Waterbury.

Delaware: Jewish Federation of Delaware.
District of Columbia : Jewish Community Council of Greater Washington.
Florida : Jewish Federation of Greater Fort Lauderdale; Jewish Federation of 

So. Broward; Jewish Community Council, Jacksonville; Central Florida Jewish 
Community Council; Greater Miami Jewish Federation ; Jewish Federation of 
Palm Beach County.

Georgia : Atlanta Jewish Welfare Federation ; Savannah Jewish Council.
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Illinois: Public Affairs Committee, Jewish United Fund of Metropolitan Chi 
cago ; Jewish Community Council, Peoria; Springfield Jewish Federation.

Indiana : Indiana Jewish Community Relations Council; Indianapolis Jewish 
Community Relations Council; Jewish Community Council of St. Joseph County.

Iowa : Jewish Welfare Federation, Des Moines.
Kansas: (Kansas City—see Missouri).
Kentucky : Jewish Community Federation, Louisville.
Louisiana : Jewish Welfare Federation, New Orleans.
Maine: Jewish Federation-Community Council of Southern Maine.
Maryland: Baltimore Jewish Council; (Suburban Washington—see D.O.).
Massachusetts: Jewish Community Council of Metropolitan Boston; Jewish 

Federation of the North Shore, Inc.; Jewish Federation of Greater New Bed 
ford ; Springfield Jewish Federation; Worcester Jewish Federation.

Michigan: Jewish Community Council of Metropolitan Detroit; Jewish Com 
munity Council, Flint.

Virginia: Jewish Federation of Newport News-Hampton, Inc.; United Jewish 
Federation of Norfolk and Virginia Beach; Richmond Jewish Community Coun 
cil; (Northern Virginia—see D.C.).

Minnesota: Jewish Community Relations Council—Anti-Defamation League 
of Minnesota and the Dakotas.

Missouri: Jewish Community Relations Bureau of Greater Kansas City; Jew 
ish Community Relations Council, St. Louis.

Nebraska: Jewish Community Relations Committee, Jewish Federation of 
Omaha.

New Jersey : Federation of Jewish Agencies of Atlantic County; Jewish Com 
munity Relations Council, Jewish Federation of Community Services, Bergen 
County; Community Relations Council of the Jewish Federation of southern 
N.J.; Jewish Community Federation of Metropolitan N.J.; Jewish Federation 
of Northern Middlesex County; Jewish Federation of Raritan Valley; Jewish 
Federation of North Jersey; Jewish Federation of Greater Trenton; Jewish 
Federation of Central New Jersey.

New York : Jewish Community Council, Albany ; Jewish Federation of Broome 
County; Brooklyn Jewish Community Council; United Jewish Federation, Buf 
falo ; Jewish Community Council, Kingston; Jewish Community Relations Coun 
cil of New York ; Jewish Community Federation, Rochester; Jewish Community 
Council, Schenectady; Syracuse Jewish Welfare Federation; Jewish Community 
Council, Utica.

Ohio: Akron Jewish Community Federation; Jewish Community Federation, 
Canton; Jewish Community Relations Council, Cincinnati; Jewish Community 
Federation, Cleveland; Community Relations Committee, Columbus Jewish Fed 
eration ; Community Relations Committee, Jewish Community Council, Dayton; 
Community Relations Committee, Jewish Welfare Federation, Toledo; Jewish 
Community Relations Council, Jewish Federation of Youngstown.

Oklahoma: Tulsa Jewish Community Council.
Oregon: Jewish Welfare Federation, Portland.
Pennsylvania : Community Relations Council, Jewish Federation of Allentown ; 

Jewish Community Council of Easton and Vicinity; Jewish Community Council, 
Erie ; Jewish Community Relations Council of Greater Philadelphia ; Community 
Relations Committee, United Jewish Federation of Pittsburgh; Scranton-Lacka- 
wanna Jewish Council; Jewish Federation of Greater Wilkes-Barre.

Rhode Island: Community Relations Council, Jewish Federation of Rhode 
Island.

'South Carolina : Jewish Community Relations Committee, Charleston.
Tennessee: Jewish Community Relations Council, Memphis; Jewish Federa 

tion of Nashville and Middle Tennessee.
Texas: Jewish Welfare Federation, Dallas; Jewish Community Relations 

Committee, El Paso: Jewish Federation, Fort Worth; Jewish Community Coun 
cil of Metropolitan Houston ; Community Relations Council, Jewish Social Serv 
ice Federation, San Antonio.

Washington : Jewish Federation of Greater Seattle.
Wisconsin : Madison Jewish Community Council; Milwaukee Jewish Council.
Mr. GTCETCNBERG. My name is Maxwell Greenberg and I am chair 

man of the, National Executive Committee of the Anti-Defamation 
Lea,.<rue of B'nai B'rith.

I have the, honor of appearing before yon not only for the Anti- 
Defamation League, but also for the American Jewish Committee, the
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American Jewish Congress and more than 100 national and local 
constituent agencies of an umbrella group known as the National 
Jewish Relations Community Advisory Council. The names of those 
community 'agencies are appended to our formal statement.

I am accompanied here today by Mr. Alfred Moses, representing 
the American1 Jewish Committee and Mr. Philip Baum, presiding 
the American Jewish Congress.

We greatly appreciate this opportunity to present our views on 
the antiboycott provisions of S. 69, introduced by the chairman; and 
S. 92, introduced by Senators Proxmire and Williams; and I believe 
I heard in 'Senator Proxmire's statement that Senator Sarbanes had 
joined as a sponsor of that bill.

Mr. Chairman, we appeared before this subcommittee in July 1975, 
and before several other committees of the 94th Congress, which were 
then considering amendments to the Export Administration Act of 
1969; and we then presented our views in support of effective anti- 
boycott legislation.

The need for such Federal legislation is as clear and imperative 
today as it was then, and as it has been in the years before.

The invidious and divisive character of the Arab boycott operation 
in the United States has been amply documented by this time. The 
public record of the hearings held by this committee on July 22 and 
23 in 1975, detail the history of the boycott since 1946. Its harmful 
impact, on American citizens and companies, its distressing use of 
blacklists, and even it obnoxious anti-Jewish practices.

To this day, the Arab boycott directly or indirectly, seeks to coerce 
responsible American firms to refuse, under the threat of withholding 
Arab business, to deal with other American firms or to avoid normal 
commercial relations with Israel, a country friendly to the United 
States.

Some American firms, otherwise thoroughly qualified, have been 
denied or threatened with denial of contracts, simply because of their 
trade relationships with Israel, or because of their relationships with 
other American companies who trade with Israel. The Arab boycott 
has pitted American firms against other American firms, to further 
the economic warfare of the Arab States against an ally of the United 
States.

Equally sinister, although perhaps more subtle, the Arab boycott 
apparatus has compelled American firms to police and enforce its boy 
cott. Of course, the principal example of that is in the area of letters of 
credit in which American banking firms of good repute, international 
in operation, serve as en enforcer of Arab boycott practices.

Now, in an effort to terminate certain of these pernicious practices, 
which have been imposed upon the American business community, the 
Senate in late August 1976, passed with some modifications, a bill 
sponsored by you, Mr. Chairman, aimed principally at prohibiting 
the tertiary boycotts.

In the House a bill covering secondary, as well as tertiary, boy 
cotts was adopted.

Despite overwhelming support for antiboycott legislation in both 
houses of Congress, legislative enactment failed, or the adoption of 
the legislative enactments failed, because parliamentary tactics in the
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closing days of the 94th Congress fatally delayed the appointment of 
Senate and House conferees.

Notwithstanding that, an informal conference committee was ap 
pointed and it agreed upon proposed legislation, which you, Senator 
Stevenson, have now introduced with certain modifications as S. 69.

A summary of that conference committee bill so-called was inserted 
by you in the Congressional Eecord of September 30, 1976, on page 
S17462, and with your permission I would like to offer that summary 
as part of my testimony.

Senator STEVENSON. It will be inserted in the record.
[The information follows:]

[From the Congressional Eecord, Sept. 30,1976] 
THE EXPORT ADMINISTRATION ACT

Mr. STEVENSON. Mr. President, time has about run out on one of the most im 
portant items of unfinished business before this Congress—legislation amending 
and extending the Export Administration Act.

This legislation deals with a number of critical questions, including foreign 
boycotts, nuclear proliferation, grain embargoes, controls on the export of stra 
tegic materials, and East-West trade.

These are difficult and delicate questions which have been dealt with respon 
sibly by the legislative branch—and irresponsibly by the administration.

These are matters which require the exercise of statesmanship. But instead of 
statesmanship, the President of the United States is engaging in political 
gamesmanship.

It is a dangerous game.
Mr. President, legislation amending and extending the Export Administration 

Act has been passed by large majorities in both chambers. Conferees from both 
bodies have met informally and have resolved the differences in the measures 
passed by the Senate and the House. But the will of the Congress is now being 
frustrated by a parlimentary ploy aimed at keeping this legislation from being 
brought to a vote in the Senate. That effort is supported by the administration.

If it succeeds, this important legislation will have been sacrificed to political 
expediency. Once again, the President will have opposed in the Congress efforts 
which, in his campaign for reelection, he professes to support.

Mr. President, this bill contains realistic and workable provisions to strengthen 
the U.S. position on foreign boycotts. The legislation agreed to informally by 
the conferees blends the House and Senate measures and improves upon both. It 
would protect the rights of American citizens and the sovereignty of all nations— 
the United States, Israel, and the Arab States alike. It would prevent American 
companies from conspiring to boycott Israel while protecting the right of Ameri 
can businesses to engage in all legitimate trade with Arab States. It would pre 
vent those States from enlisting American companies in their boycott of Israel 
without interfering with other nations' right to control their own economic re 
lations with Israel.

This bill recognizes that the Congress cannot dictate Arab policy toward Israel. 
It reflects also a determination that the Arab States will not dictate American 
policy toward Israel.

Mr. President, this legislation deals with other important issues.
It deals realistically and forcefully with one of the greatest threats to man 

kind—the proliferation of nuclear weapons. It calls for action by the United 
States alone and by the United States in concert with the other nuclear powers 
to halt the spread of nuclear weapons-making capability. It is the first major 
legislation to be acted on by Congress in many years to deal with nuclear 
proliferation.

The bill contains a measure to protect American farmers and grain exporters 
from arbitrarily-imposed embargoes by permitting the Congress to override 
Presidential embargoes on agricultural sales abroad. It also permits agricultural 
commodities, once purchased for shipment abroad, to be stored in the United 
States without fear of embargoes against their shipment. Both measures are 
of importance to American fanners and the American economy.

The bill also contains measures to expand U.S. trade with Eastern Europe 
and the Soviet Union while at the same time improving our ability to prevent
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transfers of strategic materials to adversaries. In the ebb and flow of detente this 
is of crucial importance to improved relations with the Soviet Union, to the ex 
pansion of our economy, and to the protection of our national security.

Mr. President, the decision to block this legislation not only deprives the Presi 
dent of tools to deal with these sensitive and vital issues, it means that the Export 
Administration Act itself will expire. This will mean an end to the authority 
tinder the act to control sales of strategic materials to the Soviet Union and other 
nations. It will mean an end to the President's ability to protect the American 
economy from shortages of vital commodities. And it will even mean an end to 
the only law which declares it to be U.S. policy to oppose foreign boycotts and 
gives the President the power to deal with boycotts.

Once again the will of the Congress has been blocked. Not by veto, as has 
often been the case in the past, but by a parliamentary stratagem aimed at 
keeping important legislation from even being put to a vote. This disregard for 
the will of an overwhelming majority of the House and the Senate reflects a fun 
damental insensitivity to issues of vital importance to the United States.

Mr. President, in order that the Members may better understand the provisions 
of this legislation, I ask unanimous consent that a summary be printed in the 
RECORD.

There being no objection, the summary was ordered to be printed in the RECORD, 
as follows:

SUMMARY OP EXPORT ADMINISTRATION LEGISLATION TITLE I
The bill extends the Export Administration Act to provide for a two-year ex 

tension of the Act, through September 30,1978.

EXPORT CONTROLS FOR NATIONAL SECURITY PURPOSES

Factors to 1>e considered
The bill amends Section 4(b) (1) of the Act to provide that in administering 

export controls for national security purposes, United States policy toward indi 
vidual countries shall not be determined exclusively on the basis of a country's 
Communist or non-Communist status but shall take into account such factors 
as the country's present and potential relationship to the United States, its 
present and potential relationship to countries friendly or hostile to the United 
States, its ability and willingness to control retransfers of United States exports 
in accordance with United States policy, and such other factors as the President 
may deem appropriate.
Review of national security controls

The bill requires that the President periodically review United States policy 
toward individual countries to determine whether such policy is appropriate in 
light of the factors mentioned above.
Reports to Congress

The bill provides that the results of the review mentioned above, together with 
the justification for United States policy in light of such factors, be included in 
the semi-annual report of the Secretary of Commerce required by this Act, 
beginning with the report for the first half of 1977 and every second report 
thereafter.
Review by the Secretary of Defense

The bill provides for review by the Secretary of Defense of exports to any 
nation to which exports are restricted for national security purposes if the export 
will make a significant military contribution to the military potential of such 
nation. The Secretary of Defense is authorized to recommend to the President 
disapproval of any export to any country to which exports are controlled for 
national security purposes if the export will make a significant contribution, 
which would prove detrimental to the national security of the United States, to 
the military potential of such nation.

COMMODITY CONTROL LISTS

Review of unilateral and multilateral controls
The bill provides for a detailed review of both unilateral and multilateral 

export controls and for a report to be submitted to Congress within 12 months 
of enactment.
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Foreign availability
The bill amends Section 4(b) of the Act to make it clear that the policy that 

goods freely available elsewhere are not to be controlled for national security 
purposes unless it is demonstrated that the absence of controls would prove 
detrimental to U.S. national security. The nature of such evidence is to be 
included in the semi-annual report to Congress. Where controls are imposed for 
national security purposes notwithstanding foreign availability, the President 
is to initiate negotiations with foreign countries for the purpose of eliminating 
such availability.

SIMPLIFICATION OF EXPORT CONTROLS

The bill provides for a review of export control lists and regulations aimed 
at seeking ways to simplify and clarify both export control lists and export regu 
lations and rules. The report is to be submitted to Congress with 12 months.

EXPORT OF TECHNICAL INFORMATION

Reporting and monitoring technical agreements
The bill provides that any person (including an educational institution) 

entering into a contract, protocol, or other understanding, involving the transfer 
from the United States of technical information to any country to which exports 
are controlled for national security or foreign policy purposes shall furnish such 
documents and information as the Secretary of Commerce shall require to enable 
him to monitor the effects of such export on the national security and foreign 
policy of the United States.
Study of exports of technical data

The bill amends Section 4 of the Act by adding a new subsection (j) (2) that 
requires a specific study of the problem of the export, by publication or other 
means of public dissemination, of technical data which may prove detrimental to 
the national security or foreign policy of the United States. A report is required 
within 6 months on the impact of such exports; the report shall include recom 
mendations for monitoring such exports.

ACTION ON EXPORT LICENSE APPLICATIONS

Period for approval
The bill strengthens the language in Section 4(g) to confirm the intent of 

Congress that any export license application required under the Act be approved 
or disapproved within 90 days of receipt. If it is not acted upon, it shall be 
deemed approved and the license issued unless the applicant is notified in writing 
of the specific circumstances requiring additional time and the estimated date 
of decision.
Opportunity to respond

The bill amends Section 4(g) to provide that whenever an export license 
application is to be referred to any multilateral review process, the applicant 
shall be given an opportunity to review any documentation to be submitted for 
the purpose of describing the export in order to determine whether such descrip 
tion is accurate.

The bill further provides that if any export license application is not acted 
upon within 90 days, the applicant shall, to the maximum extent consistent with 
U.S. national security, be specifically informed in writing of questions raised and 
negative considerations or recommendations made by any Government agency and 
shall be given an opportunity to respond thereto.
Reasons for denial of license

The bill requires that an applicant whose export license is denied must be 
informed in writing of the specific statutory basis for the denial.

TECHNICAL ADVISORY COMMITTEES

Term of industry representatives
The bill amends Section 5(c) (1) of the Act by lengthening the term of industry 

representatives on the technical advisory committees from 2 to 4 years.
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Role of technical advisory committees
The bill makes it clear that technical advisory committees are to be consulted, 

when they have expertise, with respect to technical matters, worldwide avail 
ability, licensing procedures, and multilateral controls.
Use of recommendations

The bill requires that each semi-annual report include an accounting of the 
consultations undertaken with technical advisory committees, the use made of 
their advice, and their contributions to carrying out the policies of the Act.

EXCLUSION OF CERTAIN PETROLEUM PRODUCTS FROM EXPORT LIMITATIONS

The bill contains a provision exempting petroleum products refined in either 
U.S. foreign trade zones or Guam from short supply export controls unless the 
Secretary of Commerce finds that such products are in short supply.

PENALTIES FOR VIOLATION

The bill amends Section 6(b), providing for penalties for exporting to a 
Communist-dominated nation in violation of the Act, by replacing "Communist- 
dominated nation" with "country to which exports are restricted for national 
security or foreign policy purposes."

INTERNATIONAL TERRORISM

The bill amends Section 3 of the Act by adding a new paragraph (8) stating 
that it is the policy of the United States to use export controls to encourage other 
countries to take immediate steps to prevent the use of their territory or re 
sources to aid those persons involved in acts of international terrorism. To 
achieve this objective, the President is directed to make every reasonable effort to 
secure the removal or reduction of such assistance to international terrorists 
through international cooperation and agreement before resorting to the impo 
sition of export controls.

EXPORT OF HORSES FOR SLAUGHTER

The bill amends Section 4 of the Act to add a new subsection (k) to prohibit 
the exportation by sea from the United States of horses for the purposes of 
slaughter.

CONGRESSIONAL VETO OF EXPORT CONTROLS ON AGRICULTURAL EXPORTS

The bill amends Section 4(f) of the Act to provide that if export controls are 
imposed on any agricultural commodity for foreign policy purposes, they shall 
cease if the Congress within 30 days passes a concurrent resolution of dis 
approval.

NUCLEAR POWERPLANTS

The bill prohibits the use of foreign assistance funds to' finance any nuclear 
power plant under an agreement for cooperation.

TRAINING OF FOREIGN NATIONALS

The bill contains an amendment to Section 4(j) of the Act requiring a Presi 
dential study of the training of foreign nationals within the U.S. in nuclear 
engineering and related fields to determine where this contributes to nuclear 
proliferation. A report is required within 6 months of enactment.

AUTHORIZATION FOR APPROPRIATION

The bill adds a new Section 13 to the Act to provide that, beginning with fiscal 
year 1978, no appropriation may be made for export administration expenses 
unless previously and specifically authorized.
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AVAILABILITY OF INFORMATION TO CONGRESS

The bill amends Section 7(e) of the Act to provide that the confidentiality 
provisions of the Export Administration Act do not authorize the withholding 
of information from a Congressional committee or subcommittee.

SEMIANNUAL REPORT

The bill amends Section 10 of the Act by adding a new subsection (c) specify 
ing the kinds and types of information which is to be included in each semi 
annual report to the Congress.

SUNSHINE IN GOVERNMENT

The bill adds a new section to the Act which requires annual disclosure state 
ments by each Commerce Department employee who has policy making responsi 
bilities relating to export administration and who has any known financial 
interest in any person subject to, licensed under, or otherwise receiving benefits 
under the Export Administration Act. Criminal penalties are required for know 
ing violations. Annual reports to Congress are required from the Secretary of 
Commerce.

NUCLEAR PROLIFERATION

The sections on nuclear proliferation are in two parts, one dealing with the 
international effort to control the spread of reprocessing, enrichment, and heavy 
water technology and the other with unilateral controls over United States 
nuclear agreements and licenses with the objective of limiting the ability of 
non-weapons states to possess strategic quantities of readily fissionable material.

The bill calls upon the President to seek agreement among nuclear exporting 
nations:

(a) to terminate exports of enrichment, reprocessing, or heavy water produc 
tion facilities while alternatives to national facilities are being pursued;

(b) to refuse to export nuclear materials and technology to countries which 
do not accept international safeguards;

(c) to establish minimum physical security standards ;
(d) to establish arrangements for sanctions in the event of violations of any 

international agreement to control the use of nuclear materials and technology;
(e) to pursue the concept of multilateral fuel facilities; and
(f) to establish arrangements for appropriate response, including the suspen 

sion of transfers of miclear equipment, material, or technology, to any non- 
nuclear weapons country which has detonated a nuclear explosive device or 
which has embarked upon a nuclear weapons program.

The President is to report progress to Congress within one year of enactment.
Additionally, the bill permits agreements for nuclear cooperation or amend 

ments to or renewals thereof, only if:
(a) provisions of the agreement apply to all weapons-grade nuclear material 

produced by a reactor transferred under such an agreement, and
(b) the recipient country agrees to permit the IAEA to report to the United 

States on the status of all inventories of weapons-grade nuclear material under 
IAEA safeguards possessed by that country.

The Secretary of State is to seek to amend existing agreements accordingly 
and to obtain from recipient countries reports on weapons-grade nuclear mate 
rial not under IAEA safeguards. No license is to be issued in the absence of a 
pledge against use for any explosive nuclear device.

Finally, permission to a party to an agreement for nuclear cooperation to 
reprocess special nuclear material through the use of U.S.-supplied material or 
equipment, can only be given upon determination by the Secretary of State that 
detection and timely warning of diversions will occur well in advance of the 
time at which that party could transform strategic quantities of diverted nuclear 
material into explosive nuclear devices.

TITLE II
A. Prohibitions

Subject to rules and regulations issued by the Department of Commerce it 
would be a violation of the Export Administration Act to do any of the following 
with intent to comply with, further, or support a foreign boycott or restrictive 
trade practice against a country which is friendly to the United States and is not 
the object of any U.S. embargo:
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1. Refrain from doing business with any U.S. person or person doing business 
in the United States.

2. Refrain from employing or otherwise discriminating against persons of a 
particular race, religion, or national origin.

3. Furnish information regarding a person's race, religion, or national origin.
4. Refrain from doing business with any person other than the boycotted coun 

try or its nationals.
5. Refrain from doing business with the boycotted country or its nationals pur 

suant to an agreement with, requirement of, or request from or on behalf of any 
boycotting country. The mere absence of a business relationship with or in the 
boycotted country or its nationals would not constitute a violation of the above.

6. Furnish information about whether the person does, has done, or proposes 
to do business with the boycotted country or its nationals or with any other boy 
cotted person.
B. Exceptions to prohibitions 

The above general prohibitions would not apply to :
1. Compliance with import rules prohibiting import of goods from boycotted 

country or its nationals or shipment of such goods on carrier or boycotted coun 
try or via route prescribed by boycotting country.

2. Compliance with import and shipping document requirements with respect 
to name and route of carrier and identity of supplier and country of origin of 
the goods.

3. Compliance with export requirements of boycotting country with respect to 
transshipment.

4. Compliance by individuals with immigration requirements of boycotting 
country.

5. Refusing to honor letters of credit where beneficiary fails to comply with 
requirements thereof, except where such compliance would be a violation of 
the law.
C. Scope of coverage

Above prohibitions and reporting requirements would apply to (1) U.S. persons 
(denned as individuals plus corporations organized under U.S. law) ; '(2) U.S. 
controlled subsidiaries and affiliates; and (3) persons doing business in the 
United States with respect to their business in the United States.

The test of control would be control in fact: Does the parent In the ordinary 
course of business control the activities or determine the policies of the sub 
sidiary ?
D. Enforcement

Enforcement would be by Commerce Department administrative process in 
accordance with the APA. Rules and regulations to be effective within 3 months 
of enactment. Existing agreements must be brought into compliance 3 months 
after effective date of regulations.
E. Disclosure

Exempted from public disclosure would be information regarding the quantity, 
description and value of any goods to which the boycott report relates if the 
Secretary of Commerce determines that disclosure thereof would place the per 
son reporting at a competitive disadvantage.

Charging letters or other documents initiating enforcement proceedings would 
be made pubilc.

Mr. GREENBERG. Senate bill 92, introduced by Senators Williams and 
Proxmire, has most of the features of your bill, S. 69, but with some 
differences and additions, which I will address here today.

Mr. Chairman and members of the committee, both Senate bill 69 
and Senate bill 92 are strong but reasoned responses, to the boycotts 
demonstrably harmful intrusion on America's commercial life. Both 
bills prohibit secondary and tertiary boycotts and require public dis 
closure of boycott requests and compliance. Both bills will promote 
international commerce and world peace, because any boycotting 
nation will be told that American business and industry cannot be 
made unwitting tools of warfare against our friends and allies. Both

85-654 O - 77 - 16
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bills will promote domestic harmony by preventing artificial restraints 
of trade and precluding the potential segregatiqn of American busi 
ness into two groups: Those who refuse to have others dictate with 
whom they may do business, and those who accept foreign domination.

Both bills provide certain exceptions which have been included to 
eliminate unreasonable burdens on the commerce of the United States. 
To illustrate, the legislation permits American oil companies to cer 
tify they will not transship oil which they have purchased from Saudi 
Arabia or another Arab country to Israel. The bills would preclude 
compliance with anticonfiscation clauses, often imposed by one bellig 
erent nation against another. For example, the legislation would allow 
prohibition of the shipment of goods on a carrier of a boycotted 
country, or via a route designated by the boycotting country.

To begin with, in terms of this basic legislation, we believe the 
following principles, at least, these principles must be the basis for 
any antiboycott legislation that is to be regarded as worthwhile, effec 
tive, and capable of dealing with the harmful aspect of the Arab boy 
cott operations in the United States.

First, that no U.S. person may discriminate against a U.S. individ 
ual on the basis of that individual's race, religion, sex, ethnic or 
national origin, to comply with, fiwther, or support foreign boycotts.

Second, that no U.S. person may furnish information with regard 
to or reflective of a U.S. individual's race, religion, sex, ethnic or na 
tional origin, or his business relationships with a boycotted country, 
to or for the use of a foreign country, its nationals or residents to com 
ply with, further, or support a. foreign boycott.

Third, no U.S. person may refrain from doing business with or in 
a foreign country, its nationals or residents, pursuant to an agreement 
with the foreign country, its nationals or residents, in order to comply 
with, further, or support a foreign boycott.

And fourth, the fourth basic principle here: No U.S. person may re 
frain from doing business with any other U.S. person pursuant to an 
agreement with a foreign country, its nationals or residents, to comply 
with, further, or support a foreign boycott.

Agreements or conduct which have the prohibited effect on U.S. 
persons would be violations of applicable law irrespective of Where 
such agreements are entered into. The concept of agreement should 
be defined to include compliance with a request from a requirement of, 
or on behalf of a boycotting country.

The legislation should apply to U.S. nationals and residents and to 
domestic corporations, and to foreign corporations owned and con 
trolled, in fact, by U.S. nationals, as to their activities within or out 
side the United' States. It should also apply to U.S. companies 
wherever located, but it need not apply and should not apply to for 
eign corporations, in which an American company may have an own 
ership interest but which it does not, in fact, control. On the other 
hand, no U.S. person should utilize any foreign person, whether or 
not affiliated with such U.S. person, to evade the application of the 
legislation.

Finally, the legislation should provide that the American public, as 
well as Congress and concerned agencies of the U.S. Government, 
should be informed as to requests affecting the freedom of choice of 
U.S. persons and compliance with such requests.
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I now address, Mr. Chairman, those areas, major areas in which 
your bill, Senate bill 69, and Senate bill 92 differ. There is on partic 
ular area of concern to us. It is the issue of the so-called "negative 
certificates of origin." We believe the difference between the two bills 
to be significant.

Senate bill 69 excepts negative certificates of origin from its cover 
age. Many boycott practices are prohibited by the proposed legislation 
but as an exception to that, negative certificates of origin are permitted. 
As you all know, negative certificates of origin require American ex 
porters or banks, freight forwarders, others who trade Avith an Arab 
country to certify regarding goods going to an Arab country, that the 
goods were not made in whole or in part in the State of Israel.

Senate bill 92 prohibits the use of negative certificates of origin but 
would allow the use of so-called positive ones, that is affirmative state 
ments regarding the country of manufacture. For example, a certi 
fication that the goods were made in the United States. We support 
this in Senate bill 92. This is not flawed with the objectionable fea 
tures of the negative certificates.

Parenthetically, I should state we believe the certificates of origin 
in general are undesirable but we understand the possible commercial 
need for positive certificates of origin under some circumstances.

Why do we emphasize this issue ? Simply stated, the negative, certif 
icate is the cornerstone on which the boycott is today structured and 
enforced. Unlike the positive certificate, there is no justification in 
commercial practice or in the application of duties and import taxes. 
The negative certificate singles out for invidious discrimination a 
country friendly to the United States. It creates a chilling effect on 
American-Israeli trade relations by discouraging American firms from 
developing and maintaining mutual advantageous commerce with the 
State of Israel.

Moreover, when an American firm furnishes boycott information to 
the Arabs by way of certifying a negative certificate of origin, it aids 
and abets a boycotting country contrary to U.S. declared national 
policy.

The extensive use of negative certificates by the boycotters is amply 
documented and points up the need to prohibit its use. An analysis by 
the Anti-Defamation League, the American Jewish Committee and 
the American Jewish Congress of the reports made public by the De 
partment of Commerce following Mr. Ford's disclosure orders of 
October 1976 revealed the negative certificate of origin was by far the 
most outstanding example, 75 percent of the cases.

I would like that study entered in the record, Mr. Chairman.
Senator STEVENSON. Without objection.
[The document follows:]



238

January, 19 {'<

Analysis: 836 Arab Boycott Request Reports Filed With The U.S. 

Commerce Department Since October 7, 1976

Summary of Findings

1. The 836 boycott request reports studied indicated compliance by U.S. 

firms in about 87? of the cases and non-compliance in W. In about 9? of the 

reports, decision as to compliance was being made by "another party" or had not 

yet been made; the compliance pattern therefore could be as high as 96?.

2. The most frequent boycott requests reported vere for "Negative Certi 

ficates of Origin" and for declarations that the carrier transporting the goods 

was not on the blacklist.

3. Saudi Arabia, Kuwait and the United Arab Emirates vere the countries 

of destination for goods involved in 65? of the 836 boycott reports analyzed, 

Iraq, Libya and Bahrain in another 20?, and Jordan, Egypt, Oman-Muscat and 

Qatar in another 11?. A number of Arab League states, such as Algeria, Morocco 

and Sudan, were not involved in any of the boycott requests.

It. Freight forwarding firms filed approximately ^5% of the 836 reports, 

banks filed almost 30? of the documents, and in another 21?, the exporting firm 

itself filed. Of Ski reports filed by banks, subsidiaries of one bank filed 

IS1*, or almost 55)8. The bank's New York subsidiary filed 111 of the 131* reports.

5. In cases where freight forwarders or banks filed the boycott request 

report the name of the exporter was always blacked out by the Commerce Department.
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(Recent Commerce Department regulations, dated October 18, 1976, explicitly re 

quire each party to a transaction receiving a boycott request — i.e., exporter, 

bank or freight forvarder — to file a report vith the Department of Commerce. 

All the reports analyzed in this memorandum were filed before the operative date 

of the nev regulations.. Presumably under the new regulations, the identity of 

the exporter will be a matter of public record.)

6.. American-Arab trade promotion groups, such as the U.S.-Arab Chamber of 

Commerce and the American-Arab Chamber of Commerce, played a noticeable role in 

the boycott process by validating boycott-tainted documents or by initiating boy 

cott requests in almost 30% of the 836 boycott reports studied.

7. Local Chambers of Commerce in the United States validated documents 

containing boycott requests in more than 10)8 of the cases reported.
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Analysis: 836 Arab Boycott Reguest Reports Filed 

With the U.S. Commerce Department Since Oct. 7, 1976

Compliance (Table l)

Analysis of 836 boycott request reports filed with the U.S. Commerce Depart 

ment since October 7, 1976 — made public by the Department pursuant to an order 

of that date by President Ford — indicates widespread compliance with the boycott 

by the reporting U.S. firms. %

In the 836 reports examined, non-compliance or intent of non-compliance was 

reported in 3*f cases — about h%. Compliance, or intention to comply, was re 

ported in almost 87$ of the reports — 725 of the 836 analyzed.

In the remaining 77 reports, moreover, there was the possibility of compliance 

in every oase. In 72 of the 77, firms reporting said that the decision with re 

spect to compliance was being made by "another party" and in five cases, it was 

reported that no decision concerning compliance had been made. Were the decisions 

in all these cases to be in favor of compliance, a pattern of 96% compliance would 

emerge from the 836 reports studied. In any case, the 836 reports indicate more 

than Q6% compliance.

The 31* reports that were filed indicating non-compliance with boycott re 

quests were filed by 20 companies while the five reports indicating that a deci 

sion with respect to compliance had not yet been made were filed by four companies.

Of the 3*1 reports indicating non-compliance, more than half — 18 — were 

filed by five companies in California. Whether or not this pattern stems from 

that state's stringent anti-boycott law could not be determined.

Finally, 25 firms filed the 72 reports indicating that the decision with 

respect to compliance or non-compliance was being made by another party involved 

in the transaction. The" types of companies filing these reports were as follows:
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Banks — 13

Forwarders — 9

Exporters — 2

Export Agent — 1 

Of the 72 such reports,

Banks filed — U5

Forwarders — 2U

Exporters — 2

Export Agent — 1 

Kinds of Boycott Requests and Compliance (Tables 2, 8 and 9)

By far the most frequent type of boycott request reported was for a "Nega 

tive Certificate of Origin" indicating that the merchandise involved in a trans 

action was not of Israeli origin and that it contained no components of Israeli 

origin. Such requests were reported in 6lh, or more than 70? of the reports 

filed. (See Table 2.)

In 203 of the 836 reports — Sh.3% — a negative certificate of origin was 

the only boycott request reported. Compliance was indicated in 187 of these 203 

reports, or 92.1?. (See Table 8.) There is a noticeable difference — 3.3!t 

— in compliance between cases in which only a negative certificate of origin 

was required and cases where there was at least one other boycott request along 

with the request for a negative certificate — 88.8?.

In more than half the reports, firms indicated they had received requests 

for a declaration that the shipper or carrier transporting the merchandise was 

not blacklisted, while in one-third of the cases, a declaration was requested 

that the manufacturer, or exporter in the transaction was not on the blacklist. 

In Just over 20% of the reports, there were requests for a declaration that the 

carrier — the ship or the plane —• did not call at Israeli ports.
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A declaration that the insurer was not blacklisted was required in more 

than 8% of the 836 reports, while in almost 'k%, reporting firms indicated re 

ceipt of a request for a declaration that the bank negotiating the credit uas 

not on the Arab blacklist.

Requests for declarations that goods involved in a transaction had not 

passed, or would not pass, through "Palestine" made up a minor percentage (1.2J6) 

as did requests to German firms for a declaration that funds from'the transac 

tion would not be used for reparations to Israel; such requests appeared in less 

than one .per cent of the 836 reports analyzed. (See Table 2.)

In the most frequent types of boycott requests — Negative Certificates, 

shipper or carrier not blacklisted, manufacturer or exporter not blacklisted, 

carrier doesn't call at Israeli ports, and insurer not on blacklist — compli 

ance ranged from 8k.2% to 91.W. In the less frequent categories, compliance 

ranged from 71-9^ to 1005E, the variation probably being attributable to the 

smaller size of the "samples" involved.

Of the 836 reports analyzed, 600, or 71-8$, contained at least one black 

listing requirement — a declaration that the vessel carrying the goods, the 

manufacturer or exporter of the goods, the insurance company, or the bank nego 

tiating credit for the transaction was not on the Arab blacklist. Compliance 

was indicated in 531 of these 600 reports — 88.5#. (See Table 9.)

The most blatant and obviously-worded boycott requests were significantly 

rare. There were only 10 cases, for example, in which reporting firms were asked 

to declare that they did not do business with any firm that has a business rela 

tionship with Israel or an Israeli national. Compliance was reported in 9 of 

the 10 cases. There were four cases in which American firms were required to 

declare that they had no business relationships with Israel or an Israeli citizen. 

Compliance was reported in two.



243

There were two cases in which the boycott requirement was a declaration that 

neither the exporter nor its subsidiaries had any investments in Israel. In 

each case, this boycott requirement was contained in a contract between indivi 

dual Arab boycotters and American firms — the only two cases of the 836 analyzed 

in which the document specifying the boycott request was a contract and the only 

two, likewise, in which the requirement called for a declaration that the exporter, 

or its subsidiaries, had no investments in .Israel.

One of the two contracts required that the exporter also declare that it 

did not allow the right to use its name in Israel. This was the only case in 

which this requirement was noted in the 836 boycott request reports examined.

There was one case in which a declaration was required that the shipper 

does not carry Israeli goods. There were no cases reported in which reporting 

firms were asked to declare that neither the exporters, its affiliates or its 

subsidiaries had stockholders, owners, officers or employees who were Israeli 

citizens. (Table 2.)

The scarcity of boycott requests concerning American firms' dealings with 

Israel and Israeli citizens suggests that Arab boycotters determine the answers 

to these questions at an earlier stage in the boycott process, so that by the 

time business transactions are entered into, there is no need for such boycott 

requests to be included. Such questions have been included in letters and ques 

tionnaires sent to American firms by the Arab Boycott Office as part of the black 

listing process in past years. In any case, it would appear that the Arabs are 

not currently requiring such declarations as part of individual transactions 

with U.S. firms. 

Arab Countries of Destination (Table 3)

Three countries — Saudi Arabia, Kuwait and the United Arab Emirates — 

were the countries of destination for merchandise involved in 6$% of the 836
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boycott request, reports analyzed. Iraq, Libya and Bahrain were countries of 

destination in some 20%, while Egypt, Jordan, Oman-Muscat and Qatar were involved 

in about ll£. Syria, Lebanon, Yemen, the Yemen Peoples Republic and Tunisia 

comprised a little more than 2)5, and in the remaining 1% of the reports, nec 

essary information was missing, illegible or obviously incorrect.

It is interesting to note that a number of Arab League member states, among 

them Algeria, Sudan and Morocco, were not involved in any of the 836 boycott 

reports analyzed. 

Kinds of Companies Filing the Reports (Table k)

Freight forwarding firms filed 379 of the 836 reports studied — k$.3% — 

while banks filed 2hj of the reports, or 29.5% — a combined total of 626 re 

ports and lh.Q% of all reports filed. Exporting companies filed 178, or 21.3?, 

of the reports studied.

As noted in the Summary p^f Findings, of the 2^7 reports submitted by banks, 

13!* — almost 55% — were filed by various subsidiaries of one bank. Of these 

13l* reports, 111 were filed by the bank's New York subsidiary.

A group of 21 reports, representing 2.556 of the 836 studied, were filed by 

one forwarding firm which specifically stated that it was acting as "agent" for 

an "ocean carrier" — a shipping line.

In a little more than one percent of the forms the filing firms listed 

themselves as steamship agents (in 3 cases), manufacturing (in 2 cases), steam 

ship company, export agent, carrier and middleman. 

Non-Arab Parties Making Boycott Requests (Tablg^J^

In 79 reports, or 9.5% of the total, reporting firms indicated that the 

request for boycott originated with a non-Arab party.

Of these 79 cases, the American-Arab Chamber of Commerce in Houston was 

identified as the organization-making the boycott request in 55 reports, while 

the U.S.-Arab Chamber of Commerce in New York was named in three.
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French banks vere named in 11 of the 79 cases, English firms in three cases 

and a Belgian bank vas identified as originating the boycott request in one report.

One U.S. freight forwarding firm reported that in six cases the party making 

the request vas the exporter. The identity of the exporter is unknown since 

on each form the name and address of the exporter was blacked out except where 

the exporting firm filed the report. (The form requires that the name and ad 

dress of the exporter be supplied, if the reporting firm is not the exporter.) 

Rple_ of U.S.-Arab Chambers of Commerce_(Tables 6 and IQl

It has been apparent for some time that Arab-American chambers of commerce 

located in key cities in the U.S. play a role in the Arab boycott operation, 

and this is confirmed by analysis of the 836 reports vhich formed the raw mate 

rial for this memorandum. The organizations involved include the U.S.-Arab 

Chamber of Commerce, Inc. with offices in New York and San Francisco (and a Mid- 

Atlantic branch in Baltimore, Md.), and the American-Arab Chamber of Commerce in , 

Houston's World Trade Center.

Of the 836 boycott request reports examined, 238,, or 28.5#, contained re 

quests for negative certification as to the origin of the goods and other boy 

cott conditions by the U.S.-Arab Chamber of Commerce or the American-Arab Chamber 

of Commerce. Compliance was reported in 218 of the 238 cases — 91.6# of such - 

requests. The 238 reports include the 58 mentioned above in which the American- 

Arab Chamber of Commerce in Houston or the U.S.-Arab Chamber of Commerce in New 

York was named as originating the boycott request.

An analysis of the -role played by Arab-American chambers'of commerce in the 

238 cases' mentioned is shown in Table 10. Perhaps most significant and reveal 

ing are six cas"es in which documents submitted to these units in Houston and 

New York for validation vere rejected by these Arab-American trade organizations 

because they lacked required boycott clauses.
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The Arab-American Chamber of Commerce in Houston rejected four such docu 

ments; the U.S.-Arab Chamber of Commerce, Inc. in New York rejected the other 

two. In all six cases» the companies that submitted the documents for valida 

tion indicated compliance — rectification of the emissions and insertion of 

the necessary boycott clauses — when the documents were returned to them. 

These six cases are included in the 58 mentioned in which the Arab-American 

chambers were identified as the parties making the boycott request of the com 

panies filing. The Arab-American Chamber of Commerce in Houston initiated 55 

and the U.S.-Arab Chamber in New York initiated the other three.

There were 13 reports in which an Arab-American chamber validated a com 

bination positive and negative certificate of origin and other boycott requests 

(e.g., that the vessel carrying the goods to their Arab destination was not 

blacklisted) along with a disclaimer stating: "Certification...limited to 

country of'origin. This chamber disclaims responsibility for any other state 

ment..." In 17 other such cases, the Arab-American chamber validated the posi 

tive and negative certificates of origin and other boycott requests — but 

without a disclaimer of the kind quoted above.

In one case, the Mid-Atlantic U.S.-Arab Chamber of Commerce, Baltimore, 

Md., validated a boycott clause declaring that the vessel carrying the goods 

was not blacklisted.

In addition to the foregoing 89 cases, there were lh9 reports filed in 

which the company reporting indicated that it had been requested to obtain cer 

tification from an Arab-American chamber. There is no documentary evidence 

that such certification actually took place in these cases since the company 

filing the report is required only to indicate that it received a request for 

such validation — for example, via a letter of credit containing such a re 

quirement .
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Participation by Local American Chambers of Commerce (Tables 7, 7a and 11)

Prior to the establishment of the U.S.-Arab Chamber of Commerce, Inc., in 

1967, local units of the U.S. Chamber of Commerce vere identified from time to 

time as participating in the Arab boycott by certifying documents involved in 

U.S. export shipments to Arab countries. Some of them continue to play such 

a role.

In 97 boycott request reports of the 836 analyzed — 11.6JE — a local 

chamber of commerce was involved in the boycott process. In 92 of the 97 cases, 

a local chamber validated documents certifying the non-Israeli origin of the 

merchandise in the transaction or other boycott restrictions. More than four- 

fifths of the 92,certifications — 75 — were provided by three such local 

chambers —'the Humble (Texas) Chamber of Commerce near Houston, the Des Plaines 

(Illinois) Chamber of Commerce, and the South Houston (Texas) Chamber of Com 

merce. The two units near Houston validated 52 reports filed by one freight 

forwarder and the Des Plaines unit validated 23 reports filed by another freight 

forwarder.

In five reports, local chambers of commerce distributed documents that in 

cluded boycott provisions and required validation by an Arab-American chamber.

Table 7a provides a geographical breakdown of the 97 reports in which local 

chambers of commerce were involved. 

Discrimination

Boycott requests involving religious discrimination were rare — appearing 

on three of the 836 reports, or less than one-half of 1%.

In each of the three cases, which originated in Saudi Arabia, the discrimi 

nation took the form of a boycott-related request that a hexagonal or six-pointed 

star not appear on the goods or packages to be shipped to the Saudi importer.
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Although compliance with such requests is barred by U.S. regulations pro 

mulgated by the Commerce Department under the Export Administration Act, (and 

recently continued by Executive Order of the President), compliance with the 

discriminatory boycott request was indicated in each of the three reports men 

tioned above.

It is interesting to note that several other requests originally did have 

discriminatory language, such as the following: "Invoices must show that the 

goods are not bearing the hexagonal star brand." In some cases this language 

was crossed out (by the Arab boycotter — Saudi Arabian in every case); in the 

remaining cases instructions were issued that the discriminatory clause be de 

leted and other restrictive language be inserted, such as the following:

"Invoices must show that the goods are not bearing the 

Israeli flag or any other symbol specifically signifying 

Israeli origin."

Hone of the reports examined contained requests for information concerning 

ownership or control of the exporting firm by persons of the Jewish faith, the 

presence of Jews on its board of directors. None of the reports, likewise, in 

quired whether the reporting firm used the goods and/or services of a Jewish 

subcontractor, and there were no reports involving requests that a firm not send 

persons of a particular religion to the Arab country where services were to be 

performed.
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TABLE 1

nalysis: 836 Boycott Request Reports

Filed with U.S. Commerce Pent. And

Released Since October 7. 1976

Intention Concerning Compliance

1) Intention to Comply 725 86.7%

2) Intention Not to Comply 34 . 41%

3) Decision on Compliance 72 8.6% 

to be Made by Another Party

4) Decision Not Hade 5 0.6%
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TABLE 2

Analysis: Kinds of Boycott Requests 

Contained in 636 Boycott Reports and 

Compliances Indicated for Each Kind

Kind of No. of 
Boycott Request Reques"

1) Negative Certificates
of Origin 6lk

2) Declaration that shipper 
or carrier is not black 
listed 438

3) Declaration that manu 
facturer or exporter 
is not on blacklist 278

1|) Declaration that car 
rier (ship or plane) 
does not call at 
Israeli ports 163

5) Declaration that in 
surer is not on the 
blacklist 69

6) Declaration that bank 
negotiating credit is 
not on the blacklist 32

7) Declaration responding 
to query whether goods 
have passed, or will 
pass, through 
"Palestine" 10

8) Declaration as to whether 
funds from the transac 
tion will be used as 
reparations to Israel 
(asked of German firms) 7

Declaration that exporter 
does not do business with 
any firm that has a busi 
ness relationship with 
Israel or an Israeli 
national 10

73.

52.

33.3?

19.5?

8.3*

3.8*

1.2*

O.Skf

1.2*

Compliance 
Indicated

51*5

23*1

63

23

* Compliance 
of Requests

88.8* 

88.6*

81). 2%

91. M 

91.3* 

71-9?

80* 

100*

90*
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Kind of 
Boycott Request

Compliance 
Indicated

< Compliance 
of Requests

10) Declaration that ex- )
porter, or affiliate )
or subsidiary, does )
not have stockholders, )
owners, officers or )
employees who are )
Israeli citizens )

NE

11) Declaration that ex- )
porter does not have, )
and does not intend )
to have, any "business )
relations with Israel )
or an Israeli citizen )

O.W 50/1

12) Declaration that ex- )
porter, or subsid- )
iaries, has no )
investments in Israel )

O.Sk% 50*

13) Declaration that ship- )
per does not carry )
Israeli goods )

0.12?

Declaration that ex- ')
porter does not allow )
use of its name in )
Israel )

0.12X

85-654 O - 77 - 17



Country

Saudi Arabia

Kuwait

United Arab

Iraq

Libya

Bahrain

Jordan

Egypt

Oman-Muscat

Qatar

Syria

Lebanon

Tunisia
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Analysis: Arab Countries Of Destination

In 836 Boycott Reports

No. of 
Reports

i 237

' 173

Emirates 131

64

57

50

26

26

23

21

12

2

tepublic 2

is Democratic Republic 2

1

iformation Missing 8

% of 
Reports

28.3%

20.7%

15.7%

7.7%

6.8%

6%

3.1%

3.1%

2.8%

2.5%

1.4%

0.24%

0.24%

0.24%

0.12%

0.96%



Forwarders 

Banks 

Exporters 

Forwarder (as ag 

Steamship Agents 

Manufacturers 

Carrier

Steamship Company 

Export Agent 

Middleman
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TABLE 4 

Analysis: 836 Boycott Reports

Types Of Firms Reporting

379

247

178

mt for "Ocean Carrier") 21

3

2

1

r 1

1

1

teported 2

45.3%

29.5*

21.3*

2.5*

0.36*

0.24*

0.12'*

0.12*

0.12*
^

0.12*

0.24*
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TABLE 5

Analysis; 836 Boycott Reports —

Boycott Requests Sot Originating

In An Arab Country

American-Arab Chamber of Commerce, 55 6.6% 
Houston, Texas

U.S.-Arab Chamber of Commerce, Inc., 3 0.36% 
Hew York

French Banks 11 1.3%

English Firms 3 0.36%

Belgian Bank 1 0.12%

Exporters (As Reported By A Freight Forwarder) 6 .72%

79 9.5%
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•PVBLB 6

Participation By U.S.-Arab Chambers

Of Commerce or American-Arab Ghanibere

Of Commerce In 836 Boycott Reports

Number of 
Reports

% of Total 
Reports

compliance 
Indicated % Compliance

238 28.5% 218 91.6*

* As indicated in Table S, in 58 of these reports, participation 
by the American-Arab Chamber of Commerce, or a similar unit, 
consisted of making the boycott request to the reporting firm.
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TABLE 7

Participation Through Boycott 
Certification by U.S. Chambers 
of Commerce Contained in 836 
Boycott Reports_____________

% of Total Compliance
Reports___ Indicated % Compliance

97 11.6% 96 99%

TABLE 7A

Participation in Boycott Certifications 
U.S. Chambers of Commerce

Humble (Texas) Chamber of Commerce 34 
Des Plaines (111.) Chamber of Commerce , 23
South Houston (Texas) Chamber of Commerce 18
Richfield (Minn.) Chamber of Commerce 5
Peoria (111.) Area Chamber of Commerce 4
Maritime Chamber of Commerce (N.Y.) 4
New Orleans Chamber of Commerce 2
New York Chamber of Commerce and Industry 2
Delaware County (Pa.) Chamber of Commerce 1
Greater Omaha (Neb.) chamber of Commerce 1
Dallas (Texas) Chamber of Commerce 1
Lakewood (O.) Chamber of Commerce 1
Hampton Roads (Va.) chamber of Commerce 1
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Analysis; 836 Reports 

Request for Negative Certificate of Origin Only

203

% of

24.3%

Compliance 
Indicated

187

% Compliance 

92.1%
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TABLE 9

Analysis! 836 Reports 

Requests With At Least One Blacklisting Requirement

No. of % of Compliance
Requests Requests Indicated % Compliance

600 71.8% 531 88.5%
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TABLE 10
Analysis : 83<j Reports 

Arab Chamber of Commerce Participation

1) Certification of positive and negative certificate of origin (and other 

boycott clauses) + disclaimer: "Certification...limited only to country 

of origin. This chamber disclaims responsibility for any other statements.. 

No. of Reports % of Requests 

13 1.6%

2) Certification of positive and negative certificate of origin (and other boy 

cott clauses). Mo disclaimer.

So. of Reports % of Requests 

17 2%

3) Validation that vessel is not blacklisted.

No. of Reports % of Requests 

1 0.1254

4) Documents rejected by the Arab Chamber of Commerce for lack of anti- 

Israel boycott clauses.

No. of Reports % of Requests 

6 0.72%

5) Requests initiated by units of the Arab Chamber of Commerce. 

No. of Reports •$ of Requests 

58* 6.9X,

6) Requests where certification by the Arab chamber of Commerce is needed 

(no documentary evidence of such certification).

No. of Reports % of Requests

149 17.8% 

Total 238 28.5%

* Includes the 6 rejected for lack of boycott clauses.
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Analysis: 836 Reports 

U.S. Chambers of Commerce Participation

1) Certification of positive and negative Certificate of Origin (and 

other boycott clauses).

No. of Reports % of Requests 

92 11%

2) Distribution of documents including boycott provisions and requiring 

Arab Chamber of Commerce participation.

No. of Reports % of Requests 

5 0&

Total: 97 11.6%
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Mr. GREENBERG. Mr. Chairman, to permit the continued employ 
ment of the negative certificate of origin would legitimize a principal 
weapon employed by the Arab-boycott operation which compels Amer 
ican firms to police and enforce its boycott against Israel, for which 
there is no justification in normal international trade practices.

The concern that Arab 'boycotting countries will curtail trade rather 
than forgo negative certificates of origin is dispelled, indeed, substan 
tially mitigated, by the recent announcement of the New York Cham 
ber of Commerce and Industry, that the Arab Boycott Office in Jed- 
dah will no longer insist upon negative certificates, but will recom 
mend instead 'accepting positive assurances of U.S. manufacture. The 
chamber reports that several Arab consulates have acknowledged and 
indicated agreement to this change.

We have here the bulletin, named World Trade of the New York 
Chamber of Commerce and Industry, which reports this change in 
policy requiring certification. We would like to introduce it for the 
record.

This reports that:
Tho following consulates have advised by telephone that the clause is no 

longer required : Iraq, Kuwait, Libya, and Saudi Arabia. 'Shippers need only show 
country of origin on the invoices and certificate of origin.

Now, this decision by the Arab boycotting nations is gratifying con 
firmation of the view that these certificates are not necessary for trade. 
It is imperative, however, that this policy decision should be supple 
mented by the U.S. statutory prohibition that will act upon these 
tentative indications to insure that there will be no future change in 
the current practice of a few Arab countries and to make certain that 
this practice becomes uniform and universal among the others.

I would like to turn, Mr. Chairman to another important distinction 
between Senate bill 69 and Senate bill 92: Section 4 A. (a) (1) of 
Senate bill 69 states:

. . . the President shall issue rules and regulations prohibiting any United 
States person from taking any of the following actions with intent to comply 
with, further, or support any boycott fostered or imposed by a foreign country 
against a country which is friendly to the United States. . . .

Senate bill 92 differs by eliminating the words "with intent." We 
submit, that the inclusion of these words in S. 69 unduly limits the 
likelihood of successful enforcement of the civil sanctions of the 
statute.

In a civil proceeding, a prima facie case should be made by proving 
that a person has engaged in any of the prohibited activities; to re 
quire a private plaintiff or regulatory agency to prove the mental state 
of the defendant imposes a difficult burden of proof. Moreover, the 
prohibition of S. 92 by its terms applies only to "actions taken to 
comply with, further or support" any foreign boycott against a friendly 
country.

Now, "wrongful" intent is or may be an appropriate element of 
the prosecution case, if a criminal action were instituted under the 
statiite. In the event, therefore, that a person were charged criminally 
for a violation, the requirement of mens rea, criminal intent, would 
be operative as in virtually all other penal statutes.

This country has made it very plain, that it will not set aside moral 
concerns or excuse businesses from conducting its affairs within appro-
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priate moral parameters, even when it can be persuasively argued that 
appropriate behavior entails possible competitive costs. Thus, this 
country demands that American businessmen refrain from bribing offi 
cials abroad in order to win favorable treatment, even though this 
behavior may be acceptable abroad and, indeed, may be the common 
practice of competing business firms from other countries. We are 
simply not willing to purchase American contracts at the expense of 
American morality. We believe the same considerations should be in 
volved in assessing the propriety of Arab boycotting practices in the 
United States.

Opponents of the legislation have argued that this would cause 
American businesses considerable losses of international trade.

We sincerely believe, and experience bears out, that Arab boycotting 
countries will buy the best available product for the cheapest possi 
ble price in the shortest delivery time offered. They are, first and fore 
most, businessmen. They will trade with any nation on the face of the 
earth, except perhaps Israel itself. American know-how, technical 
genius, and product superiority are the controlling criteria and since 
the beginning, have been the major factors in Arab trade with the 
United States. If and when the American business establishment loses 
these special qualities, the Arabs will go elsewhere, whether or not 
our businessmen have knuckled under to the boycott. Experience shows 
they will not turn their backs on us if we remain competitive in terms 
of quality., service, and price.

In the absence of Federal legislation, the paradoxical result is, those 
firms that adhere to the national policy of this country and resist the 
boycott demands are made to suffer serious penalty or may be opening 
themselves to serious penalties. They pay a price by forfeiting Arab 
trade, while those businesses that defy national policy and participate 
in the boycott become beneficiaries of Arab commerce. This can be 
corrected only by a Federal law which will proscribe participation by 
any American firm and thus insure that these businessmen who act 
upon principle and support our national policy will be protected from 
unfair and unsupportable disadvantage.

Mr. Chairman, a recent Louis Harris poll reveals that an overwhelm 
ing majority of Americans opposes the Arab boycott. The American 
people perceive the Arab boycott as a moral issue. President Carter has 
described compliance and business cooperation with the boycott as a 
"disgrace." Our Secretary of Commerce has stated her views in identi 
cal terms to the Senate Commerce Committee at her confirmation. We 
respectfully submit that the American Congress bears an obligation to 
express the will of the majority of the American people, and to imple 
ment, by law, the moral indignation of most American businessmen.

To buttress our view, not only by the Louis Harris poll referred to, 
but by editorial comment in newspapers around the country, we would 
like to introduce 16 editorials from various leading newspapers across 
the country, which have appeared from January 1976 to October 1976, 
supporting the legislation being considered today.

Senator STEVENSOX. Without objection.
[The documents reference follow:]
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[From the Chicago Daily News, Oct. 23,1976] 

THE BOYCOTT LIST THAT ISN'T

The Commerce Department has stirred up more confusion than understanding 
in disclosing the names of U.S. companies that have become associated with the 
Arab boycott of Israel. In light of the misinterpretation of the list of names 
released so far, President Ford's campaign-trail order for disclosure was poorly 
thought out and needs revision. The boycott should be resisted, but this method 
offers no solution.

The "boycott list" is nothing of the kind in the first place. It is simply a list 
of U.S. companies that, as required by federal law, informed the Commerce 
Department that they have been asked by Arab customers about their products— 
such as whether the products sold to Arab states were made in Israel or shipped 
on blacklisted vessels.

What the list is not is a roster of companies that refuse to deal with Israel in 
order to maintain trade with Arab nations.

A trade boycott between any two nations often is as dangerous as it is foolish 
because the mutual animosity it fosters can poison chances for peaceful recon 
ciliation. The Arab boycott is doubly reprehensible because it seeks to coerce 
other nations into participating in an unfair and totally repungant act of 
discrimination.

But many of the companies whose names were disclosed by the Commerce 
Department do far more business with Israel than with Arab states. And further, 
the highest executives of many companies are themselves Jews and they make 
no attempt to hide their financial support of Israel.

The information provided by the companies amounted to stating historical 
facts that are readily available in public financial records.

Obviously the "boycott list" is a sham maintained by Arab states as a sop to 
their pretension of solidarity against Israel.

But it is a list full of mischief. Many of the companies named already have been 
harmed financially by Israel sympathizers who see it as a certified list of com 
panies that are boycotting Israel to curry favor with the Arabs.

Congress has a duty in this situation to divise legislation forbidding U.S. 
companies from complying with the Arabs' requests for boycott information. 
It would create a legal defense for the companies to cite in refusing to supply 
the information in which the Arabs profess such interest.

But we suspect the Arabs are more interested in buying American made goods 
than keeping lists they don't pay attention to anyway.

[From the Chicago Sun-Times, Nov. 20, 1976] 

BAN ANTI-ISRAEL BOYCOTTS

The Commerce Department has released the names of 38 U.S. companies that 
have acceded to the Arab anti-Israel boycott. As a result, confusion reigns. Some 
of the companies on the list claim they do business with Israel as well as with 
Arab nations.

Apparently the companies listed by Commerce need have done little more 
than report they had received requests for information about their trade practices 
to end up on the list. It is also possible that some of the companies acceded fully 
to Arab demands.

Either way, it is unconscionable that U.S. executives should be giving out any 
kind of information on whether they do business with Israel or other companies 
that trade with the Israelis. The fact that they are even supplying the informa 
tion makes them susceptible to anti-Israel pressures.

Obviously the U.S. companies themselves are in no position to thumb their 
noses at the Arab countries. At the same time they would be doing that, the 
Arabs, with the endorsement of the U.S. government, are buying huge quantities 
of arms from the United States. It is U.S. policy that this nation continue to 
import huge quantities of Mideast oil. How can U.S. companies create bad 
relations with Arabs when the administration is working at cross purposes?
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There is a way out: the adoption of an easy-to-understand law prohibiting 
U.S. companies from giving to foreign governments or executives any informa 
tion about the race, religion or national origin of its employes or from pledging 
not to do business with any other company or foreign nation.

If such a ban had the force of law, a U.'S. company would be able to tell the 
Arabs it could not legally comply with any boycott demands. Given the superiority 
of U.S. goods and services, the Arabs would have to buy anyhow, just as they 
are buying arms now even though this country supplies Israel as well. Such a 
law died in the closing clays of Congress, in large part because President Ford 
threatened a veto.

It should be reintroduced, passed and signed. Here's one way to show that 
U.S. foreign policy does have some morality.

[From the Greensboro Daily News, Oct. 13, 1976] 

BOYCOTTING ISRAEL

In last week's televised debate, President Ford excoriated Congress for failing 
to prohibit cooperation by American companies in the Arab economic boycott 
against Israel. "Because Congress failed to act," the President said, "I am going 
to announce tomorrow that the Department of Commerce will disclose those 
companies that participated in the Arab boycott.

Sure enough, the next day the President issued a directive requiring disclosure 
by the Commerce Department, but only of "future" reports filed by cooperating 
companies and excluding information which might put a company at a "com 
petitive disadvantage" in exploiting the Arab trade. What this means is hard 
to say. Probably nothing.

In his passionate advocacy of the cause of Israel, the President also took a few 
liberties with the facts. The administration, as well as the Congress, was a party 
to the lapse this year of the Export Administration Act which declared against 
"restrictive trade practices and boycotts fostered or imposed by foreign countries 
against other countries friendly to the United States." In its stead, President 
Ford issued an executive order which imposed criminal penalties of fines up to 
$10,000—not much of a deterrent for multinational corporations.

Last year, the President also issued regulations prohibiting discrimination by 
American companies against U.S. citizens, such as Jews and supporters of Israel, 
at the behest of the Arabs. The Commerce Department ordered American com 
panies doing business with the Arabs to disclose their responses to the Arab 
demands to boycott Israel and discriminate in employment against Jewish- 
Americans. Of the 25.000 companies reporting 90 per cent complied with the 
demands. Secretary of Commerce Elliot Richardson has released the names of 
a handful.

The Arab states imposed their economic boycott on Israel in the early 1950s. 
They have attempted not only to impose this boycott policy on American com 
panies directly, but to put pressure on companies not to do business with other 
companies dealing with Israel, not to employ Jews, and not to deal with Jewish- 
owned firms.

In its efforts to pursue an "even-handed" policy in the Middle East, the United 
States has acted cautiously on this issue. The fact is, however, that while the 
Arabs may exercise their sovereign rights and boycott Israel, they have no 
authority to require American companies to do the same. The United States 
should not allow itself to become a passive partner in an economic boycott 
which is not the policy of its government. In particular, it cannot allow foreign 
governments to mandate the violation of the constitutional rights of its citizens.

Strong legislation is required to bring the practice of American firms into line 
witli the policy of our Department of State. A price may have to be paid in 
ill will from the Aral) countries. So be it. These nations will have to learn that 
their sovereignty stops at their own watersedge.

[From the Baltimore Sun, Oct. 7, 1976] 

THE SECOND PRESIDENTIAL DEBATE

Last night's presidential debate was an encounter in which an adept challenger 
could score points by focusing on what he considers the mishandling of certain 
incidents or developments of the last few years as evidence of foreign policy
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failures. This Governor Carter did. He could pounce with telling effect on the 
Ford and Nixon administration's support of the tyrannical regime in Chile. He 
could cite the lack of progress on SALT negotiations without reference to ob 
structive or delaying actions on the Soviet side. He could exploit American fail 
ures elsewhere without precisely telling how he would have dealt with implacable 
enemies in these trouble spots. He could do all this because he possessed—and 
used—the advantages of the non-incumbent in matters of foreign affairs.

The common pre-debate wisdom gave President Ford the advantage because, as 
incumbent, he would have access to all the information and rationale underlying 
foreign policy. But this common wisdom overlooked one key aspect of the Ken 
nedy-Nixon debates of 1960. In these debates, John Kennedy often held the 
initiative because he could grieve over alleged American weaknesses found at 
the end of an era in which Richard Nixon served as vice president. And he could 
envisage a world in which the United States would be stronger, more respected 
and more widely admired.

Confronted with the Carter version of the Kennedy attack, President Ford 
tried strongly at first, then more feebly as he went along, to defend the accom 
plishments of his administration. He emphasized repeatedly that the nation is 
at peace, that American diplomacy is currently triumphant in the Middle East 
and increasingly effective in southern Africa. But having made these points, he 
failed to elaborate them with the vision of hope voters crave.

The President's performance also contained obvious flaws that seemed far 
greater than any Governor Carter committed. He put forward the thoroughly 
unbelievable theory that Poland and Romania are not under the domination of 
the Soviet Union. He may have meant that the people of these countries remain 
indomitable in spirit. But he did not say that. He made an even worse mistake 
later when he bragged that he had just signed a tax bill penalizing corpora 
tions that engage in the Arab boycott. In actuality the Ford administration op 
posed this unwise use of tax authority while the Republican leadership allowed 
a wiser approach to die.

Mr. Carter's major weakness on first impression seemed to be in a lack of 
generosity in acknowledging certain American strengths he will be happy to use 
if he is President. He ignored recent accomplishments, or suggested they are 
failures, and when challenged on whether he did not think America the strongest 
nation in the world he retreated into some of his favorite moralistic homilies. 
These may have been intended to cover over his tendency—perhaps his correct 
tendency—to take as tough a position on certain world trouble spots as the 
President. But it did not work. Mr. Carter's penchant for ambiguity shown 
through again.

GIVING IN TO THE BOYCOTT

The disgraceful failure of Congress to enact a judicious law protecting Ameri 
can business from the Arab boycott of Israel has penalized those states such as 
New York and Maryland which have done right in enacting their own laws. As a 
result, pressure will increase on Attorney General Francis B. Burch, whose office 
is drafting regulations for the enforcement of the Maryland law, to keep the 
teeth out. The temptation will grow for ports in states lacking anti-boycott laws 
to solicit business away from the ports of New York and Baltimore writh the 
most sordid of sales pitches.

The Maryland law is carefully drawn with modest scope, to prohibit Mary- 
landers from discriminatnig against other Marylands as a condition for doing 
business. No one can object to it. No one need fear it. Alarms that it would divert 
Baltimore business to Norfolk are unsubstantiated but could become self-fulfill 
ing. There should be no going back because of Congress' failure to pre-empt the 
field with solid legislation of its own. Mr. Burch should make the law as effective 
as he can and challenge the rest of the nation to follow suit. And Maryland port 
promoters should be ready to publicize any business solicitations by rival ports 
suggesting a welcome for Arab secondary and tertiary boycotts that turn Ameri 
cans against Americans. A more vigorous effort by Maryland port promoters to 
get better legislation out of the next Congress is also very much in order.

Both the House and the Senate passed sensible amendments to the Export 
Administration Act that would have publicized any compliance with the boycott 
and forbidden discrimination against Americans as a condition of doing busi 
ness. In the frantic last days of the session the conference committee failed to 
reconcile the differences in the bills because the Republican leadership failed to 
appoint conferees. This was in furtherance of administration opposition to the 
bill, based on unpersuasive arguments that civil rights or anti-trust laws are 
sufficient and on evident fear of offending Arab states.
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A less desirable anti-boycott measure did pass. The tax reform bill would deny 

export earnings tax credits to firms complying with the boycott. This is a dis 
traction from the cause of tax reform itself, using tax policy as a tool for other 
purposes.

This nation can get growing business from the Arab world without being dic 
tated to politically or compromising its beliefs if it stands united. If the Arab 
governments and businessmen are shown that American firms will not be bullied, 
and under law cannot be bullied, the demands that American firms boycott Israel 
and boycott persons that do not boycott Israel, will fall off. The craven failure 
to show this only invites more unwelcome Arab dictation of domestic American 
business practice.

[From the Kansas City Star, Sept. 25, 1976] 
ARAB BOYCOTT PITS PROFIT AGAINST PRINCIPLE

Both houses of the U.S. Congress, by substantial majorities, have now passed 
legislation to discourage participation by American firms in the Arab boycott 
of Israel. The Senate version is considerably less restrictive than the one voted 
Wednesday by the House. Conferees expect to have a compromise bill ready for 
consideration next week.

The argument over antiboycott legislation has pitted principle against economic 
interest. Opponents charge that a tough bill could cost U.S. business $7 billion or 
more a year in lost sales to Arab countries and result in additional domestic un 
employment. Supporters do not deny that there would be some economic impact 
but maintain that resisting the boycott is a moral requirement for this country.

The administration has consistently opposed efforts to inhibit the boycott by 
law, preferring to rely on i>ersuasion and adverse publicity to restrain com 
panies from yielding to the Arabs' anti-Israel and anti-Jewish trade conditions. 
Various administration spokesmen have cited the effectiveness of that approach, 
but the facts tell a different story. Boycott compliance is widespread among U.S. 
exporting, contracting and engineering firms and financial institutions. That ex 
plains the vigor of their opposition to real restraints.

No one has suggested that the stand of principle on this question would be 
without certain cost. The question is how great that cost really will be and, more 
to the point, how enduring. Arab commercial sanctions have weight so long as 
they can be selectively applied. But with U.S. business presenting a solid front 
of noncompliance, the Arab regimes will face a hard weighing of their own inter 
ests. There is at least a reasonable expectation that they will buckle, in practice 
if not publicly.

If they do not, it will not be the first time that American business has been 
asked to pay a price in dollars for behaving responsibly. As the scandal of inter 
national corporate payoffs has demonstrated, there is more involved in foreign 
commercial relations than simply the numbers on the bottom line. Decency and 
larger policy objectives also enter into the calculation.

[From the New York Times, Sept. 14, 1976] 

THE ARAB BOYCOTT
The Arab boycott against Israel raises difficult political, economic, legal and 

moral issues for the United States. The boycott is repugnant. It violates Ameri 
can principles and laws when it requires American companies, as a condition 
for doing business with Arab countries, to discriminate against American citi 
zens because of their religion. It unfairly imposes secondary boycotts against 
American companies that hire Jewish employees or directors, or trade with 
Israel.

Efforts to prevent American companies from acceding to boycott rules imposed 
upon them by a foreign power are unfortunately complicated by the fact that 
the United States has itself engaged in secondary boycotts against other coun 
tries—for example, for trading with Cuba. Such extraterritoriality is a threat 
to liberal trade and investment, to the rights of innocent people in other coun 
tries, to the sovereignty of other nations, and to peace itself.

AH of this makes more difficult, but no less relevant, the question whether the 
United States can effectively prevent its own businesses from yielding to Arab
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pressures that abridge the rights of other American citizens and companies. 
The route taken by Senator Ribicoff in amending the pending omnibus tax bill 
with a requirement to impose tax penalties on companies that participate in 
secondary or tertiary boycotts seems to us the wrong solution. Using the tax 
code as a punitive device establishes a dangerous precedent. The tax laws are not 
intended to be part of the law-enforcement system; their purpose is to provide 
revenues and to improve the economy's stability and growth.

Although certain types of activities are encouraged by the tax laws (as 
through the investment tax credit), stretching that principle into a new system 
to punish corporations or individuals for alleged misdeeds is a questionable 
course. Under the Ribicoff amendment, moreover, determination of guilt would 
be made by the Secretary of the Treasury "or his delegate." Such powers, if 
granted to an agency administrator, might be employed arbitrarily, especially 
in dealing with such complex questions as whether a firm did or did not partici 
pate in a secondary or tertiary boycott.

Unfortunately, the Ribicoff amendment has now been embedded in the tax bill 
adopted by the House-Senate conference committee, and the President may have 
no choice but to accept it or risk killing the tax bill and endangering the eco 
nomic recovery. Over the coming months, however, Congress and the President 
should develop a more effective and legally sound attack on the boycott.

The antitrust laws, the civil rights laws and the banking and security laws 
give the United States Government the means of curbing conspiracies and dis 
criminatory practices by American companies that cooperate with the Arab 
boycott. Enforcement of those laws would do much to stiffen the resistance of 
American firms to foreign economic blackmail. The Government has recently 
stepped up its actions to penalize firms that violate American laws in response 
to the Arab boycott. This may signal a welcome change from past attitudes 
when, as a report by the House Subcommittee on Oversight and Investigations 
shows, the U.S. Commerce Department actually helped and encouraged American 
firms to uphold the Arab boycott and winked at violations of the disclosure re 
quirements of the Export Administration Act, intended by Congress to fight 
the boycott. Secretary Elliot Richardson insists that under his administration 
such conduct has ceased.

Congress nevertheless should strengthen the Export Administration Act by 
making it illegal for American firms to engage in secondary or tertiary boycotts. 
The threat of economic reprisal by the Arabs cannot be accepted as a basis for 
permitting American firms to submit to odious terms that violate the rights and 
interests of other Americans, or abridge this nation's sovereign powers.

[From the Philadelphia Inquirer, Sept. 29,1976] 

U.S. SHOULD NOT SUCCUMB TO ARAB BOYCOTT DEMANDS

That report that Saudi Arabia was threatening to impose a new oil embargo 
against the U.S. seems to have been exaggerated. It came from Egypt's official 
Middle East News Agency, an unreliable source. Saudi Arabia's foreign minister, 
Prince Saudi bin Faisal, as well as officials of the U.S. State and Treasury de 
partments, have categorically denied it. Official denials are not all that reliable 
either, but in this instance there is no evidence to refute them. •

Saudi Arabia, however, is not above putting pressure on the U.S. in other 
ways. It is particularly concerned about two proposals now on the congressional 
agenda.

One is the Ford Administration's proposed sale of 650 air-to-surface Maverick 
missiles to Saudi Arabia. Last Friday, in a surprise move, the Senate Foreign 
Relations Committee voted 8-6 to block the sale. The Saudis say they need the 
weaponry to defend themselves against, among others, Iran, which the U.S. is 
also even more amply providing with weaponry.

Sen. Clifford Case, who introduced the resolution barring the sale, believes 
that Saudi Arabia's possession of so many and such sophisticated weapons would 
be "a disturbing and potentially destabilizing factor" in the Middle East balance 
of power. We share the New Jersey Republican's concern, but the real destabi 
lizing factor is the massive and unrestrained shipments of arms to such coun 
tries as Iran and Saudi Arabia.

That issue has to be reconsidered by the next administration. Meanwhile, 
though we are unenthusiastic about the sale, it amounts to only $30 million,

85-654 O - 77 - 18
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scaled in half from the administration's original proposal. If, by inaction, Con 
gress lets it go through, we do not think it will do that much harm.

The other issue, the Arab boycott against Israel, involves a matter of American 
principle. If the Arabs insist on conducting economic warfare against Israel, 
America's most reliable friend in the Mideast, there may be no way of preventing 
them. But the U.S. is not obliged, nor should it oblige itself and the Arabs, to 
cooperate with them.

Saudi Arabia and the oil companies with interests there have been warning 
that anti-boycott legislation would cause the U.S. to lose billions of dollars. 
Somehow, we doubt that the Saudis, who can get quite realistic when their own 
profits are involved, would cut off their nose to spite their face. We certainly 
doubt, for instance, that they would refuse to buy those Maverick missiles if 
the makers also do business with Israel or have "Zionists" on their board of 
directors.

Beyond that, though, the argument that profits come before principle is re 
pugnant to us as we think it is to most Americans, who have a long tradition of 
refusing to pay tribute. This is a matter of self-interest as well as principle, for 
once the word gets around that a person or a nation will submit to blackmail, 
the blackmailers will only step up their demands.

[From the Philadelphia Inquirer, Sept. 5,1976] 

U.S. POLICY AND PRIDE ABE AT STAKE IN BOYCOTT CLAIMS
The Export Administration Act of 1969 declares it to be U.S. policy to oppose 

and to encourage U.S. firms to refuse to cooperate with "restrictive trade prac 
tices or boycotts fostered or imposed by any foreign country, against another 
country friendly to the United States."

Last November, President Ford issued a directive designed further to protect 
American business and citizens from discrimination as a result of the Arab 
economic war against a friendly country, Israel. Now, in Congress, legislation 
is being proposed to clarify and enforce the official policy of the United States.

The House International Relations Committee has voted, 27-1, to make it il 
legal for U.S. firms to cooperate with the Arab boycott. Senate-House tax bill 
conferees are also giving favorable consideration to a Senate provision which 
would deny tax advantages, such as foreign tax credits, deferral of taxation 
on foreign earnings, and tax benefits for exports, to firms that comply with the 
Arab boycott.

The Ford Administration is uncompromisingly opposed to these measures. In 
this, it is at least consistent. Secretary of State Henry Kissinger has always 
opposed what he considers to be congressional interference in his conduct of 
foreing affairs.

The administration argues that the problem can only be cured through di 
plomacy and that in any case legislation wouldn't work. The trouble is that di 
plomacy hasn't worked very well, either. Legislation, obviously, could not break 
the Arab boycott, but that is not the prime purpose. Its purpose is to carry out 
our own national policy, to protect our own national interests, and to protect 
our own citizens from being discriminated against.

Nor is it at all certain that legislation would deprive U.S. firms of profits in 
the Arab market. The Arabs do need and want American technology and capital. 
Intransigent as they have been about the boycott in their rhetoric, in practice 
they have done business with anyone when it suits their convenience.

Beyond that, though, there is a moral question. It is not a matter of Congress' 
telling American firms whom to do business with. The question is why the law 
should actually provide tax advantages, which everyone has to pay for, to firms 
which flout official policy.

And there is also the matter of national pride, a term we are not at all ashamed 
to use. If Arabs do not wish to do business with Americans because we will not 
be subservient to their policy, that is their affair. But why should we be sub 
servient? Why should the U.S. yield its principles and its interests to help the 
Arabs hurt our citizens and our allies? .

"We will not allow anyone to dictate to us how we shall conduct our affairs."
So stated one Arab spokesman in warning the U.S. against "interference" with 

the Arab boycott.
Well, the U.S. is not trying to dictate to the Arabs, but neither should we su 

pinely allow them to dictate to us.
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[From the St. Louis Globe Democrat, July 15,1976] 

DON'T Bow TO ARAB BLACKLISTING

There is no way that this country can stop Arab countries from conducting 
economic war against Israel by blacklisting firms and individuals that have 
dealings with Israelis.

But the United States should not condone the practice of a good many Ameri 
can firms of bowing to this heavy economic pressure.

It was reported recently in The Wall Street Journal that representatives of 
the Arab League that run the boycott are meeting with considerable success in 
forcing U.S. companies to stop trade with Israel.

At the boycott office in Damascus, Syria, it was claimed that the number of 
American companies on a list of 1500 blacklisted firms has dropped to 40 per 
cent of total. A few years ago the United States companies had comprised GO 
percent or a much larger list.

How did so many American firms get off the list? They apparently stopped 
their trade or other major help to Israel. Once they had convinced the Arab 
blackslisters that they had broken off dealings with Israel, the U.S. companies 
were eligible to participate in trade and other ventures in the oil-rich Arab 
nations.

Obviously the Arabs are going to continue their vendetta against Israel. But 
Congress shouldn't permit companies to consent to this kind of blackmail in order 
to do business with Arab countries.

The idea of a group of nations telling American companies they can't trade 
with a certain nation—in this case Israel—is repugnant and unacceptable. The 
trade with Arab countries is important but it isn't worth selling the integrity of 
American businesses to get it.

[From the Kansas City Times, June 15, 1976] 

Two VIEWS OF A BOYCOTT

William E. Simon, treasury secretary, recently told a House committee that 
the Arab economic boycott against Israel is easing and that proposed legislation 
to inhibit compliance by U.S. firms is unnecessary and might even make matters 
worse.

Only the day before, however, the director of a bureau of the Department of 
Commerce testified before another House panel, that, just in the last calendar 
quarter, 119 U.S. banks, reported complying with 4,071 specific boycott requests. 
Several banks had to be fined for failing to report the transactions as required.

One of these witnesses is wrong and" one is right. And since Secretary Simon 
was talking in generalities while the man from Commerce had hard figures in 
hand, it seems clear enough which one of them had done some homework. The 
4,071 banking compliances—which projects to more than 16,000 a year and in 
just one industry—hardly sounds to us like a picture of improvement. Or if it 
is, the boycott has infiltrated American economic life more pervasively than we 
ever dreamed.

In his testimony, Simon noted that the U.S. in the past had boycotted Cuba, 
Rhodesia, North Korea and North Vietnam and that the Arabs cannot under 
stand why they are not entitled "to do the same." There is, of course, a crucial 
difference: The U.S. did not impose secondary sanctions against firms in other 
countries which, for policy reasons of their own, continued to trade with the 
proscribed regimes.

That is the special offense of the Arab boycott. If the Arabs choose not to 
trade with Israel, that is wholly their own business. But is is quite another 
thing to try to make other nations unwilling parties to the economic warfare.

Secretary Simon seems to suggest that the best way to deal with this outrage 
is to tut-tut reproachfully but take not tangible countermeasures in the hope 
that the boycott will presently go away. That is silly. If the figures from the 
banking community are any indication, it is not going to go away—not volun 
tarily in any case.

Antiboycott legislation is needed. And if it means a few lost orders or can 
celled contracts, that will not be the first time Americans have been called upon 
to pay some small price for principle. Nor should it be the last.
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[From the Charlotte Observer, June 14, 1976]

ARAB INTRUSION 

JONES'S ADVICE is WRONG
Neither common decency nor the best interests of the United States are served 

by the practices acknowledged by Edwin L. Jones Jr. of Charlotte in his testimony 
Thursday to a House committee. Mr. Jones, president of j. A. Jones Construction 
Co., said his company in some instances has gone along with demands by Arab 
countries to boycott Israel.

Why? Not to create jobs for Americans, but to make money. The company 
does a substantial business in Saudi Arabia.

Mr. Jones's testimony showed that while the company is responsive to the 
Arab countries' foreign policy requirements it is ignoring American policy. 
We think the company has no business acting, for whatever reason, in a matter 
that is against the policy of the United States.

Arab pressures of various kinds have 'been brought to bear upon American 
companies. Many firms have been blacklisted because they had Jewish ownership 
or high-level Jewish executives; some of the biggest corporations in America 
have been blacklisted for other reasons, chief among which, apparently, is that 
they do business with Israel.

In other words, some of the Arab countries not only have told American 
companies they cannot do business with both Israel and Arab nations; they 
also have brought subtle pressures to bear which might persuade some companies 
to violate American law by discriminatory practices within. Congress has 
declared the first part of this to be against American policy; the second part 
is against the law.

As we said some time ago, this is a reprehensible and unacceptable intrusion 
in American affairs. No American company should accept such interference.

In his testimony before the House International Relations Committee, Mr. 
Jones not only acknowledged that his company has yielded to the boycott-Israel 
pressure 'but also urged Congress not to enact proposed legislation which would 
make this a punishable violation of law rather than simply an expression, 
of disregard for American policy.

He should have been on the opposite side, as are many American business 
executives. They know that the best way to counter the Arab government's 
pressures is to have a law on the books which requires them not to yield. 
Then they could simply tell Arab governments : We have no choice but to comply 
with American law.

Would that put them out of business in the Arab world? It is conceivable, 
though unlikely, that in a few cases it would. But it is virtually inconceivable 
that those developing countries would choose to do without American tech 
nology, American scientific development and American management know-how. 
Such a law, in our view, overnight would break the back of this impudent 
intrusion in American life.

The larger question, however, is one of morality. The Arab boycott and 
blacklisting of firms has been aimed not only at Israel but also against American 
Jews. If an Arab nation wants to do business with an American firm, it can 
abide by this country's rules of decency and fair play—or go elsewhere. We 
doubt that those countries, which are being developed largely by American 
enterprise, would go elsewhere.

Congress should make American policy—not a bunch if oil kings and sheiks.

[From the Washington Post, June 12, 1976] 

ARAB BOYCOTT VICTIMS : AMERICANS

The specific dimensions of the Arab boycott—in fact, a boycott of American 
firms that deal with or in Israel or whose officers are identified as "Zionists" or 
simply as Jews—are becoming known for the first time. One House subcommittee 
has established that in 1974-75, 637 American exporters sold at least $352 
million and perhaps as much as ,$781 million in goods and services under boycott 
conditions. Another subcommittee found that in the four months running from 
last December, one-bank -alon« received and executed 824 Arab letters of credit, 
worth $41 million, containing boycott clauses. In one of a number of such
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cases, General Tire has been accused (by the SEC) of paying a $150,000 
commission to get off the boycott list. Although the Justice Department has 
filed an antitrust suit against Bechtel Corporation for boycotting another Amer 
ican firm in order to fulfill a boycott requirement, Bechtel is said to be notifying 
subcontractors that Israeli goods or materials shipped on blacklisted vessels 
cannot be used in a $20 billion Saudi seaport project.

So the Arab boycott is real. It is immense, though sometimes capricious. It 
seems to be growing as business prospects grow.

What should be done? The administration believes its own current quiet policies 
suffice. Further legislation would be "counter-productive," Treasury Secretary 
William Simon argued the other day. But it is precisely during the last two-year 
period of discreet administration policy that boycott practices have spread to 
the point where hundreds of millions of dollars of business a year are affected 
and where Americans are forced to trample on their own laws and values and 
each other as they pursue Arab business. It is difficult to imagine a policy 
that has been more discredited.

The Arabs' primary boycott of Israel is their own affair. The need is over 
whelming, however, for legislation addressing the secondary boycott, by which 
Arabs to try to make American companies their instruments in boycotting Israel; 
and against the tertiary boycott, by which Arabs try to make American firms 
boycott other American firms that deal with Israel or that have Zionist/Jewish 
officers. Will the Arabs take their business elsewhere? No doubt some will. 
But since Arabs want American business ties not just for the goods and services 
but for the broad political ties that come with them, we are confident that most 
Arabs will decide otherwise. They are not so blind to their own self-interests 
as apologists for the boycott tend to claim.

The antiboycott principle has been embodied in American law for 11 years. 
"It is the policy of the United iStates," says the Export Administration Act, 
to "oppose" boycotts imposed against friendly countries, and to "encourage and 
request" American firms not to take part. What is now involved is to turn that 
eminently sound principle into actual practice. The State Department has had 
other—political—matters foremost in mind. The Treasury Department thinks 
first of dollars. But an increasing number of companies favor legislation that 
would make it illegal to participate in a practice that—even the critics of the 
legislative approach agree—is fundamentally offensive and un-American. Federal 
Reserve Board Chairman Arthur Burns stated the other day that it is no 
longer enough merely to "encourage and request" noncompliance with boycott 
requests. "It is unjust," he said, "to expect some banks to suffer competitive 
penalties for responding affirmatively to the spirit of U.S. policy, while others 
profit by ignoring this policy." He urged Congress to "act decisively." It should.

[From the Washington Post, Sept. 20, 1976] 

No AMERICAN BOYCOTT

The Arabs' decision to establish an Arab boycott of Israel is their business. 
But their attempt to establish an American boycott of Israel is something very 
different. It runs against American interests, American values and the American 
grain. That is the elementary distinction made by the Congress in writing 
anti-secondary-boycott provisions into the tax reform bill. Whether a tax bill 
should be the vehicle for a measure related to foreign policy is an interesting 
question for the lawyers. The rest of us can take satisfaction that legislative 
teeth are being put into the diplomatic jawbone wielded quietly by the admin 
istration in the last few years. It is precisely in those last few years, of course, 
that the Arabs' practice of a secondary boycott, one directed at American firms 
that trade with Israel or that have Jewish or "Zionist" officers, has spread 
to encompass business deals measured in the hundreds of millions of dollars. 
Seldom has the inadequacy of diplomacy and the necessity for legislation been 
so overwhelmingly demonstrated.

Opponents of the new legislation argue, in effect, that Arab nations are so 
determined to compel Americans to support their boycott of slrael that, if flouted, 
they will take their billions in business elsewhere and perhaps even diminish 
the flow of their oil. No one would be surprised if some Arab-American deals 
are junked in conspicuous and symbolic protest. But it is demonstrably false 
that gaining American support of their boycott is so important to the Arabs
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that, to that end, they will jeopardize the thick economic and political ties 
they have built up so carefully with the United States in recent years. Arabs 
are spending billions on arms produced by the very manufacturers who sell to 
Israel, for instance. They are doing so presumably because they see more advan 
tage to themselves in ignoring the boycott than in enforcing it. In the past, 
America n. companies had little incentive to help bring the Arabs to this sensible 
view of their own self-interest. Now the American companies have an incentive. 
Now, too, an American company declining to participate in the Ara'b boycott 
will not face the same risk of paying a financial penalty for honoring the 
United'States' longstanding anti-secondary-boycott policy.

One needs to step back a pace. We think it entirely healthy and useful that 
the boycott issue has come to the fore. It goes to the basic framework in which 
the United States and the Arab world are trying to expand and deepen a rela 
tionship that has been, until relatively recent, narrow and formal and sometimes 
even antagonistic. That there is potential for great mutual advantage in the 
relationship is evident to everyone. That is all the more reason to try to move 
it forward on the basis of mutual respect. It makes no more sense for Arabs 
to demand that Americans now boycott Israel than for Americans to demand 
that Arabs now trade with Israel. We would not contend that, for all Arabs, 
it is easy to accept the ways of the open international system they are trying 
to join. Arab states have made impressive progress, however, in halting dis 
crimination against American (or other foreign) firms and individuals on strictly 
religious or ethnic grounds. The administration's diplomacy, by the way, has 
been finite effective in this regard. It will be harder for Arabs to accept that 
they cannot force Americans to discriminate in trade against a third country. 
But it denigrates their intelligence, and it underestimates their general passion 
for modernization, to say that they must stick fast in their traditional ways. 
Certainly Americans should not be encouraging them to do so.

[From the Washington Post, Jan. 20, 1976] 

THE BOYCOTT ISSUE

A major battle of principle and policy has been joined by the Justice De 
partment's civil suit charging the San Francisco-based Beohtel Corporation 
with supporting the Arab boycott of Israel. Justice's contention is that the 
huge heavy-construction firm, by refusing to deal with blacklisted subcontrac 
tors and by requiring subcontractors in general to refuse to deal with black 
listed companies, is in violation of American antitrust law. The State Depart 
ment tried unsuccessfully to block the suit, privately but urgently protesting that 
even its filing risked alienating the diplomatic favor of, in particular, Saudi 
Arabia. Saudi Arabia is at once the bulwark of the boycott and a country whose 
cooperation is considered vital to American diplomacy, not to speak of American 
oil supplies. In the Treasury and Commerce Departments, moreover, and in the 
business constituencies they represent, fear was and is rampant that the suit 
will cost American companies billions of dollars worth of potential business 
throughout the Arab world.

We find it undeniable, nonetheless, that Justice was right to go ahead and file 
the suit. Nothing in the anti-trust law reserves its application to situations which 
don't make foreign waves. In the Export Administration Act of 1969, moreover, it 
was declared to be "the policy of the United States to oppose restrictive trade 
practices fostered or imposed by foreign countries against other countries friendly 
to the United States." Whether Bechtel is in fact guilty of anti-trust violations, 
we leave, of course, to the courts. But it is noteworthy that Bechtel responded 
to the suit not, by denying the charges hut bv contending—evidently in refer 
ence to certain procedures of the Commerce Department—that "federal regu 
lations and printed forms and statements . . . have expressly stated that compli 
ance with (the boycott) is not illegal under American law." The corporation 
added that its Arab business is conducted "in areas and in ways compatible with 
U.S. foreign policy goals."

We sense here the development, within the U.S. government and within the 
larger political community, of another of those difficult issues that have made 
the conduct of American public life so bitter in recent years. The difference in 
this case lies in the fact that the challenge to the administration's economic habit 
and foreign policy comes from its own Justice Department, supported, to be sure, 
by a probable majority in Congress.
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This puts a special burden on the State Department—a burden so far inade 
quately appreciated. For the Department's emphasis has been to complain that 
Justice and Congress were complicating the making of foreign policy. What the 
Department should be doing, however, is telling the United State's Arab friends 
that a deepening longterm relationship is only possible on the basis of mutual 
respect. That Arab league states conduct their own trade boycott against Israel is 
their business— regrettable to Americans but something that the United States, 
which has conducted its own politically motivated boycotts, is in a poor position 
to protest. That Arab states should expect to enlist American firms to support the 
Arab boycott is, however, very different. The issue is that simple.

The court proceeding is likely to be long and drawn out. This may provide 
the time and the extra pressure needed for the boycott issue to be worked out on 
a political basis between the United States and the various Arab governments. We 
hope so. The suit, if so used by American diplomats, could help Arab officials un 
derstand that they cannot properly expect to entangle American business in 
their fight with Israel. And it could bring an end to a situation—American partici 
pation in the boycott—which is a standing reproof to the values of the United 
States.

[From the Oregonian, June 12, 1976] 

SIMON SIMPLY WRONG

Treasury Secretary William Simon was wrong in principle and perhaps in fact 
when lie testified June 9 before the House International Relations Committee 
against legislation that would curtail conditions under which U.S. companies 
could legally acquiesce in Arab trade boycotts against Israel.

The Treasury boss stated that Arab nations have eased their anti-Israel boy 
cott and that tough U.S. legislation "could alter these favorable developments 
regarding enforcement practices."

Simon appears to be correct that Arab nations have begun to ignore their 
own blacklist of more than 1,500 U.S. corporations if failure to deal with specific 
companies for particular products patently is not in their self-interest. In such 
instances, examples abound to show that the temptation to make a deal over 
whelms ideological allergies.

However, that is only a small part of the story. The Cabinet member failed to 
mention that tabulations released last month by a House Commerce subcom 
mittee indicate that more than half of the 637 firms asked to comply with the 
boycott between January, 1974, and December, 1975, have confirmed that they did 
so. These companies transacted $352.9 million of business, 54.45 per cent of that 
conducted by all the firms with Arab countries during the two-year period.

As to Simon's contention that the boycott is easing, the Commerce subcommit 
tee reported that in the last three 'months of 1975 more than 90 per cent of U.S. 
companies doing business with the Arabs acquiesced in requests to boycott Israel.

The Treasury secretary also has been trapped far off base on principles which 
apply to the boycott issue. Arab states, of course, are entitled to refuse to trade 
with their enemies. They should not be entitled, in effect, to shape both U.S. 
foreign and domestic affairs by dictating that companies that deal with them can 
not deal with blacklisted companies—firms owned by or employing Jews or trad 
ing with Israel.

Simon said the Arab nations consider their economic boycott against Israel no 
different from past U.S. boycotts against Cuba, Rhodesia, North Korea and Viet 
nam "so they cannot accept the argument that they are not entitled to do the 
same." As the secretary should know, there is a profound difference, which, 
incidentally, is also strongly articulated in U.S. labor law. It is the principle that 
parties secondary to a dispute should not be held hostage to the antagonists' dif 
ferences. Thus, secondary strikes are illegal domestically, and U.S. boycotts on 
the international scene -have adhered to comparable standards.

The Arab demands on U.S. companies violate our standards because they 
amount not only to secondary boycotts but also to tertiary boycotts. Legislation 
that finally is produced by the Congress should make it national policy to oppose 
such economic arm-twisting rather than leave the burden on a discretionary basis 
to companies, which, as the House Commerce subcommittee's study suggests, 
are unwilling or unable to resist without an infusion of legal muscle.
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[From the Atlanta Journal, June 11,1976] 

ANTI-ISRAELI BOYCOTT

A preliminary congressional investigation of secret Commerce Department 
documents recently revealed the widespread impact of anti-Israel boycott de 
mands aimed at U.S. exporters doing business with Arab interests.

The report, covering a three-month period last year when federal law required 
notification of boycott pressures received by American exporters, indicated that 
91 per cent reporting went along with the boycott demands.

This provides substantial documentation for the need to review the U.S. posi 
tion in its trading relationships with Arab interests.

Rep. John Moss, chairman of the House foreign commerce subcommittee on 
investigations, obtained the data through subpoena after former Commerce Sec 
retary Rogers Morton declined to voluntarily turn over the material. The findings 
have now been released to the House Foreign Affairs Committee which is con 
sidering legislation to ban compliance by American companies faced with anti- 
Israel boycotts.

A review of the Commerce Department files by Rep. Moss revealed the serious 
ness of Arab-backed attempts to undermine the Israeli economy. American firms 
seeking to do business with the Arab world were asked to certify that their goods 
were not of Israeli origin; that they were not transported on Israeli ships or on 
vessels stopping in Israeli ports; that they are not dealing with firms blacklisted 
by the Arab League boycott office; that they were not insured by blacklisted in 
surance companies; and, in some cases, to certify that their senior officers were 
not Jews.

It is time for the White House and Congress to begin serious consideration of 
appropriate economic and political remedies.

There can be little hope for peace in the Middle East if this pattern of caving 
in to pressures for economic warfare against Israel is allowed to continue.

The practice also makes a mockery of any claims by Arab groups that they 
have abandoned plans to wipe out their Israeli neighbors.

Mr. GREENBERG. The key leadership of American business now 
recognizes that elimination of the Arab boycott requires immediate 
legislative action in this country and cannot await the ultimate resolu 
tion of the Middle East conflict; nor are the two really related. Boy 
cott in the United States is an American problem and it victimizes us 
regardless of peace, war, or ceasefire in the Middle East.

Simply stated, the question is whether this great Nation will acqui 
esce to improper foreign demands which generate practices clearly in 
conflict with American interests. The Export Administration Act of 
1969, which expired several months ago, articulated this principle in 
unambiguous language, declaring it to be official American policy to 
oppose foreign boycotts and restrictive trade practices against nations 
friendly to the United States. That same policy, "encouraged and re 
quested," Americans to refuse to take any action or support such 
restrictive trade practices or boycotts.

The bills already introduced in this 95th Congress; and the nearly 
successful passage of boycott legislation in the 94th Congress, give 
support to the administration's policy declaration. As I mentioned 
earlier, the President of the United States has on several occasions de 
clared publicly his unalterable opposition to the boycott. These state 
ments were not mere campaign rhetoric. We believe the President 
meant what he said.

In your earlier discussion, Mr. Chairman, your pointed out, I be 
lieve, or Senator Williams pointed out, that there are already six 
States that have enacted antiboycott statutes, while several others have 
similar bills pending. Why did the States act first ? Because they view
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foreign boycott intrusions in their jurdictions as immoral and dis 
criminatory against their citizens. Second, the States are adopting 
legislation because effective Federal legislation has not been enacted 
into law. Now, an examination of the already enacted State laws dis 
closes differences among them in terms of their scope, their form, their 
enforcement. Consequently, some businessmen and banking institu 
tions in the States that have adopted such laws, complain that they 
are unfairly restricted because there are other States without such 
statutes. They express fear that their States will be deprived of 
Middle East trade which would be diverted to States which have no 
law. I might add, parenthetically, that we have seen no responsible 
study reflecting any State with an antiboycott law has lost anything 
but insignificant amounts of Middle East trade. We have seen studies 
that have indicated no losses as a result of such State legislation.

Mr. Chairman, the United States needs a clear, comprehensive, and 
strong national antiboycott law. We need it because the American ex 
perience shows our -existing antiboycott policy, without sanctions, has 
no standing, has failed to impede harmful Arab boycott operations in 
the United States. Based on recent Commerce Department statistics, 
the evidence confirms that the demands of the Arab boycotters on 
American firms have increased inordinately. Moreover, the study of 
the recently released reports, which we have entered into the record, 
attest that only 4 percent of all those reporting, flatly indicated non- 
compliance with the boycott demand.

As an accompaniment of this legislation, we urge the Congress to 
advise the President and other members of the executive department 
of the constructive purposes that would be served by using the influ 
ence and standing of our country abroad, to help induce our friends 
abroad to adopt similar legislation and to enact similar prohibitions, 
thus to make it certain and clear, the Arab boycott will never be al 
lowed to operate as a disturbing and distorting factor in international 
trade.

Mr. Chairman and members of the committee, the United States of 
America cannot permit foreign powers to use economic blackmail to 
dictate how Americans shall conduct business among themselves or 
overseas with nations friendly to the United States. Congress must 
legislate now to shield all Americans in our business community from 
divisive foreign economic pressures, threats, intimidation, and reli 
gious discrimination. We oppose any effort to delay the adoption of 
this legislation. We urge, therefore, the swift enactment of Senate bill 
92 which, we believe, will allow the American community to conduct 
its trade and commerce based upon declared U.S. policies and ethical 
principles.

Senator STEVENSON. Thank you.
Mr.Whitehill?
Mr. WHITEHILL. Mr. Chairman and Senators. My name is Cliff 

Whitehill, vice president, General Mills.
I am here to support Senate bill 69 as introduced by Stevenson and 

Moynihan. I have delivered a written statement, and I ask that such 
be admitted to the record.

Senator STEVENSON. Without objection.
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[Complete statement follows:]
STATEMENT OF GENERAL MILLS, INC. PBESENTED BY CLIFFORD WHITEHALL 

VICE PRESIDENT AND GENERAL COUNSEL
Mr. Chairman, General Mills appreciates the opportunity to comment on pro 

posed legislation dealing with the Arab boycott. General Mills reaffirms support 
for anti-boycott legislation. We agree that the compromise worked out between 
you and your counterparts in the House is workable, provided the implementing 
regulations clarify several points. It would seem preferable, however, that the 
language in the legislation be specific and with such we would endorse its pass 
age by the 95th Congress.

As background to more specific wording in the proposed Mil, our company is 
a manufacturer and exporter of food products, largely wheat-based, to the Arab 
countries and of chemical products to Israel. The principal product is bakery 
flour milled from U.S. wheat which represents a significant number of bushels 
grown by U.S. farmers. This business is done primarily on letters of credit, 
which although varying somewhat by countries, generally require certification 
that:

(a) The product or any of its components does not originate in Israel;
(b) The carrying vessel is not Israeli and will not call at Israeli ports;
(c) The carrying vessel is not on the Arab boycott list.
These certifications (or similar words) must accompany the letter of credit 

when presented to the bank for payment, and without them the money cannot 
be released by the bank. So, it's either forego the business or furnish the certifica 
tions. We have been doing the latter, as such action is merely reporting the facts 
as we know them and is not discriminating against either Israel or any U.S. com 
pany or U.S. citizen.

We are exporting U.S. products and have no facilities for exporting Israeli 
products. Hence, the certification that the product or any component does not 
originate in Israel is nondiscriminatory if such product or component is not com 
mercially available from Israel.

Likewise, we understand that it is recognized, under international law, that 
an importing country may exercise discretion over the flag and routing of the 
carrying vessel. Hence, the only vessels available to us in the steamship market 
are those which its owners or agents know will be permitted in Arab ports. It 
is only those which are permitted which offer service to us.

In reality then, a certification which would say "The carrying vessel is per 
mitted to discharge cargo at Arab ports" would be the same as one which says 
"The vessel is not on the Arab boycott list." The only difference is that the lat 
ter might be interpreted as an illegal certification under the compromise legis 
lation and hence deny the exporter and the U.S. of that export business.

I would like to add that as exporters we do not have access to the boycott list, 
and therefore we simply transmit the vessel information as given to us by the 
vessel owner or agent.

We would urge that the present language be carefully reviewed and either re 
vised to make it clear that the above-mentioned certifications may continue, or 
provide the clarification in the legislative history which would then guide the 
drafting of the regulations.

We also suggest that you examine the possibility that the federal enactment 
pre-empt various state laws dealing with the Arab boycott which are now caus 
ing considerable confusion into an already murky area of public policy.

As businessmen, we are understandably concerned that our business opportu 
nities are not unnecessarily restricted. But as citizens we are even more con 
cerned that a fair, even-handed and totally nondiscriminatory public policy be 
set forth in this delicate area.

Mr. WHITEHILL. General Mills supported congressional legislation 
since April 1976, and we have not reduced our support of responsible 
legislation since that time. We support responsible legislation as a 
matter of principle, as General Mills engages in business transactions, 
both in Arab countries, as well as Israel.

We are a company that is not on any blacklist, and we are a com 
pany that is not owned, controlled, or managed by Jewish Americans.

In our opinion, Senate bill 69 is on the whole both balanced and ef 
fective in this delicate area of international politics and business.
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There are a few minor drafting changes which I feel might better 
clarify the intent of this legislation. In this respect I call your atten 
tion to paragraph 2-A, subparagraph ii. As I pointed out in my writ 
ten statement delivered today, exporters are generally not aware of 
what vessels may be on a boycott list. We only know that vessels of 
fering services will be able to discharge their cargoes. Accordingly, I 
would suggest deletion of after the word "carrier," the words, "of the 
boycotted country." Instead, insert, "which will be denied discharge 
of cargo at the ports of the boycotting country."

Also, since the boycotting country does not technically prescribe 
routes, the addition of the words, "or limited," after the words "re- 
scribe," in the second part of that sentence, would be helpful.

Lastly, I strongly recommend that appropriate texts be added to 
preempt any State or local laws to the contrary, as this legislation is 
correctly and truly a matter of national decision.

Thank you.
Senator STEVENSON. Thank you.
Mr. Greenberg, I would like to go back to those two points of differ 

ence which you raised earlier. As you have, I believe, indicated, coun 
tries at war engage in primary boycotts. It is not our intention to at 
tempt a prohibition against compliance with a primary boycott; is 
there?

Mr. GREENBERG. We do not believe the law could reach that boycott, 
and we do not suggest any legislation in that area.

Senator STEVENSON. To enforce a primary boycott, it is not uncom 
mon for a country to require negative certificates of origin. The pur 
pose is to prevent trading with the enemy. That is the means by which 
the primary boycott is enforced. I think you referrred to the Arab re 
quirements of a negative certificate of origin as improper, and at the 
least, implied that they were immoral. Am I wrong?

Mr. GREENBERG. I believe that the requirement of certificates of 
origin stems out of differential tariffs and duties imposed by various 
countries, as, for example, the United States imposed differentials and 
tariffs, and so forth, based on the country from which the goods are 
shipped;

Indeed, there is real commercial justification for knowing what 
countries the goods originated from, but in the negative form, it is a 
tool of economic war. It has no justification in the normal practices of 
international trade——

Senator STEVENSON. You are not answering my question. My ques 
tion, or suggestion that I ask you to differ with, if you do. is whether 
or not the negative certificate of origin isn't simply a means of imple 
menting a primary boycott. It is to pi-event trading with the other par 
ties, is it not?

Identify yourself, please.
Mr. BATJM. Phillip Baum, associate director of the American Jew 

ish Congress.
Mr. Chairman, you made the point earlier yourself, a country can 

accomplish what we all concede to be its right, that is engage in boy 
cotts against countries with whom it has a belligerent relationship. 
The legitimate interests of an. Arab country in knowing that the goods 
they are purchasing in the United States did not originate in Israel 
can be accomplished bv the certification by American exporters that 
these goods originate in this country.
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The only purpose for requiring a negative certificate, the only con 
ceivable purpose and the only goal it achieves is to single out the State 
of Israel as an enemy of the Arab State and to make the American 
firm certify accordingly and thereby become an accomplice in that 
effort.

We object to not a primary boycott engaged in by the Arab country, 
but to their attempt to engage Americans in carrying out that 'boycott.

Senator STEVENSON. I object to that, too, but you still have not an 
swered my question. Any boycott singles out a country. In this case, it is 
Israel.

My question is, if they can accomplish that objective with a positive 
certificate requirement, what difference does it make if the law permits 
a negative certificate ?

Mr. BAUM. Because it requires American firms to join with them——
Senator STEVENSON. But there is no objection to joining if it is a 

positive certificate.
Mr. BATJM. But the positive certificate doesn't single out Israel. It 

does not enlist American firms in an attack on Israel.
Senator STEVENSON. You mentioned a moment ago that the Israelis 

could do it just as easily by use of the negative certificates. Is the Israeli 
negative certificate innocuous ? They, of course, boycott their enemy.

Mr. BATJM. I would assume no American firm should join in provid 
ing negative certificates or origin required by any foreign countries, 
and the same policy should apply no matter whether it is Israel or 
the Arabs.

Senator STEVENSON. Some now are refusing to comply with the 
negative certificate requirements.

Mr. BATJM. If they are, we welcome it.
Senator STEVENSQN. You think it is immoral or improper?
Mr. BATJM. Yes. I am suggesting that no American firm should be 

made a party to an attempt of a foreign country to engage in a boycott 
of another country. The American firm has no place in that fight. That 
is the business of sovereign states with which he is not involved.

American firms should not thus be drawn into a matter in which they 
have no legitimate interest.

Senator STEVENSON. You indicated, Mr. Greenberg, that many of the 
Arab States are only requiring positive certificates or origin. Will 
Israel do likewise ?

Mr. MOSES. I am not in a position to speak for them, but I join in 
Mr. Baum's statement, the negative certificate of origin has a perni 
cious effect with respect to the reaction of American business to the 
boycott. It tends to enlist their assistance in the boycott. Absent any 
reason for a negative certificate, recognizing as we do its pernicious 
effect, we suggest it would be appropriate for the negative certificate 
to be prohibited by statute.

As to what Israelis do, we do not speak for them.
Senator STEVENSON. I don't see offhand much difference, but appar 

ently countries at war do, including the State of Israel.
You have indicated you have no intention of interfering with their 

attempt through negative certificates to support the boycott.
Mr. MOSES. If S. 92 were passed, no American business concern could 

subscribed to any Israeli request for a negative certificate of origin. We 
support that.
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Senator STEVENSON. The point I was trying to make, and I think you 
agreed, is that primary boycotts are common incidents of warfare. 
There is no way we are going to stop them.

To me, offhand, it doesn't seem to make much difference whether they 
enforce by negative or positive certificates of origin. In fact, the Arab 
States are moving to do it through positive certificates of origin.

Mr. GREENBERG. Mr. Chairman, you have already demonstrated your 
comprehensive knowledge of the background of this legislation. I, for 
one, in my own investigations of the facts that underlie the need for 
this legislation, have not had revealed to me that the Israelis, as a com 
mon matter, insist upon negative certificates of origin.

We would all join in subscribing to the concept that this legislation, 
particularly S. 92, insofar as it would outlaw negative certificates of 
origin, should be applied to any nation in the world which would insist 
on a negative certificate or origin applicable to an ally of the United 
States. That would include the Arab States.

We all join in supporting the provisions of S. 92, even if it is applied 
to Israel.

Senator STEVENSON. On the question of intent, it is certainly not 
novel in Anglo-Saxon jurisprudence to require intent. The effect of 
eliminating any requirement of intent could be to sweep up all sorts 
of innocent business relationships between American firms and Arab 
firms, affected perhaps by the error of a clerk, with the result that those 
that don't have business relationships in Israel, or if a clerk makes an 
innocent mistake, are going to be punished, that with some of the severe 
economic consequences that were alluded to by the earlier witnesses.

I trust that that, too, is not your intent, to punish American busi 
nesses for routine commercial transactions in Arab States.

At least it's never been my intent—I am the original author of anti- 
boycott legislation—to bring about a counterboycott. Would you, in 
response to those observations about my intent, elaborate on your 
earlier remarks about intent ?

Mr. MOSES. Yes, Mr. Chairman. We share your concern, but we feel 
the word "intent" in 4-A should be stricken.

We believe that the provisions of the statute which would only reach, 
taken pursuant to an agreement with, requirement of, requests from or 
on behalf of the boycotting country, would preclude the kind of inno 
cent implication that you refer to in your remarks.

It would still be necessary to show that the action was taken not 
innocently, but pursuant to an agreement, was taken pursuant to a 
requirement, was taken pursuant to a request, or taken on behalf of the 
boycotting country.

One of those four requirements must be present, before a violation 
can be found. We don't believe intent which is a subjective criterion 
should be applied to these circumstances, given the difficulty of proving 
intent.

We have numerous acts on the book, including the Sherman Act, 
which prohibit this or prohibit that, without finding an element of 
intent.
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Senator STEVEXSOX. I will ask you to take another look at the bill, 
because I think your remarks are addressed to the earlier legislation.

Mr. MOSES. I certainly will take a look at it. I thought I was reading 
from S. 69. Let me confer with my colleagues.

Mr. GREEXBERG. Mr. Chairman, may I very briefly respond to an 
inquiry you made which Mr. Moses commented upon. I go at it a 
slightly different way. I look at Senate bill 92 and ask whether this 
can be violated in any substantial way by inadvertent action, by 
ministerial action by some clerk, and I find at various points in Senate 
bill 92, the language of the kind referred to by Mr. Moses takes over to 
describe the prohibited behavior. So that even without making the 
case of the regulatory agencies extremely difficult by inserting a mental 
state as part of the element of proof, it still requires that the prose 
cuting agency demonstrate that the U.S. person lias taken or agreed 
to take actions to comply with, further, or support any boycott, fostered 
or imposed by a foreign country. That, it seems to me, comes very close 
to building in the concept of intent, but the utilization of those words 
is avoided.

Senator STEVEXSOX. I can't prolong this. It is not unusual or difficult 
to prove intent. Prohibited activities can be used as evidence of intent.

Senator Proxmire?
Senator PROXMIRE. I want to commend both Mr. Greenberg and 

Mr. Whitehill for your statements. They are most welcome. You, 
Mr. Greenberg, are supporting legislation that Senator AVilliams and I 
introduced. I am delighted to see that.

I think it is necessary legislation. But there is a challenge as whether 
or not there is a need for it. I understand the reports filed with the 
Commerce Department indicate there is a large and growing number 
of requests to U.S. business firms to comply with the boycott and that 
an overwhelming portion of those requests are complied with, but the 
Commerce Department data doesn't break down compliance by type 
of request, so we don't know, for example, how many requests refuse 
dealings with the blacklisted firms are complied with.

The data shows that during the 6 months ending September 30 of 
last year, some 14,000 requests were received to certify or indicate the 
supplier, vendor or manufacturer or beneficiary is not blacklisted or 
that the firm is not a parent or subsidiary of a firm that is blacklisted.

What is the strongest available evidence that the Arab boycott is, in 
fact, causing discrimination against U.S. citizens? You have this data 
to which I have alluded, but we have the testimony, as I say, from re 
sponsible business people that this isn't doing much now. Why do we 
have to be concerned about its effect on American business.

How about it?
Mr. GREEXBERG. One of the items offered for the record is a study 

which was conducted by the human relations agencies represented here 
today, the American Jewish Committee, American Jewish Congress 
and ADL, and it breaks clown the kind of boycotts requested and com 
pliances indicated for each boycott report.
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It is true that the requirement of negative certificates of origin are 
present within 73 percent of the total number of requests.

But, for example, a declaration that a manufacturer or exporter- 
is not on the blacklist is present in 33.3 percent of the requests and the 
compliance with those requests is 84.2 percent, so if you take 84 percent 
of 33 percent you find that approximately 25 or 26 percent of the 
persons responding have offered a declaration that the particular 
manufacturer or exporter they dealt with is not on the Arab blacklist.

Can I demonstrate there was discrimination by the fact that the 
manufacturer or exporter is not on the blacklist? No, but it is a handy 
tool for those who wish to comply.

It indicates they are aware of the blacklist and they are willing to 
certify they didn't deal with a company on the blacklist.

Senator PROXMIRE. I think that is a helpful response, but I am still 
reaching to try and find out what the effect of this really has been. 
Maybe we can look at it from the effect on Israel. Is there any indica 
tion there of what it's done to their opportunity to deal with American 
firms?

Mr. MOSES. Senator, I do not know who decides not to invest in Israel 
because of the Arab boycott. We do know that figures with respect to 
foreign investment generally in Israel. Since 1973, investment by for 
eign interests in Israel has decreased from $263 million in the year 
1973 to $113 million in the year 1975.

Senator PROXMIRE. Any indication of how much that decrease was a 
decrease in American investment ?

Mr. MOSES. I don't have those figures but I know the difficulty of at 
tracting U.S. industry to invest in Israel, as one of the gentlemen who 
testified earlier stated, to his knowledge, and to ours also, if an Ameri 
can company does invest in Israel, that perforce will result in that com 
pany being placed on the blacklist, with exceptions, depending upon 
what the Arab nations determine to be convenient for their own needs.

Hotel corporations, defense manufacturers seem to be excepted from 
compliance with what is applicable to other companies investing in 
Israel.

Senator PROXMIRE. As you know, gentlemen, we are all very much 
aware of our increasing dependence on the OPEC countries for oil, 
including the Arab countries particularly. Saudi Arabia has been co 
operative in the last decision on oil pricing.

What adverse effect, if any, would you feel that we might suffer 
from passing either of these bills ?

Mr. GREENBERG. That involves me in speculating about Saudi 
Arabian policy, in a very large universe of foreign policy and inter 
national contact. I, in my own view, do not believe that any major 
change in Saudi Arabian policy will result from the adoption of this 
statute other than a realization that the U.S. Congress is not going to 
let Israel be beaten down by economic warfare in the coming few years, 
and that Congress is unwilling to permit American business to be a 
part of that economic warfare against Israel.

I believe that will result in a greater move toward discussions of 
long-range peace in the Middle East.

Mr. MOSES. Senator, if I may add a comment, I too am not prepared 
to speculate. I concede it is speculation. Whether there will be a loss of
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800 jobs in Houston or Kansas City I don't know. We certainly hope 
there will not be. But we do call to your attention the fact that this 
legislation by any rational standard is less repugnant to the Arab na 
tions than our continued support of Israel militarily.

No one has suggested that a 5-percent increase in oil rather than- 10- 
percent increase is worth our abandoning our national principles. 
When they come forward as prophets of doom and suggest that Ameri 
can industry will lose 110,000 jobs. That hopefully will not be a self- 
fulfilling prediction.

The focus of the legislation does not run to Arab dealings with 
Israel, but to constrain Arab dealings with respect to U.S. domestic 
concerns.

When foreign countries seek to dictate to/U.S. businesses with regard 
to where they can sell—where they can invest and in the case of one 
company, Xerox, what is a permissible subject for a TV film—it's on 
the blacklist because it made a TV film of one of the member nations 
of the United Nations, namely Israel. This becomes a legitimate U.S. 
concern. It seems to me, the Congress of the United States has a right to 
legislate in that area, particularly when directed by what it considers to 
be right—not the relative cultural prohibitions sought to be imposed 
by foreign nations on U.S. industry and citizens.

Senator PROXMIRE. That's very helpful. As you may recall, a spokes 
man for Saudi Arabia did, as I recall, indicate that one of the reasons 
or a major reason for their differing from their OPEC brethren in 
coming inr with a softer position that was very helpful to us, was be 
cause of the political implications and indicated they thought this 
would help; but you feel that would be more directed toward American 
military assistance for Israel, something as direct as that, rather than 
any boycotting legislation ?

Mr. GREENBERG. I would think so.
Senator PROXMIRE. Let me ask you, how about the effect on achieving 

peace in the Middle East? Our moving in this area? We have been— 
we have tried very hard—Dr. Kissinger has, Secreteary Vance has. I'm 
sure President Carter is anxious to do all he can to achieve peace in the 
Middle East. In your view, do you think this legislation could prejudice 
that goal?

Mr. GREKXBERG. If any of us believed it would prejudice the potential 
for peace in the Middle East, we would not support your legislation. 
We are dedicated to the concept of achieving peace among the nations 
in the Middle East. Manifestly, Ave believe part of that peace has to be 
a recognition of Israel's right to exist. Part of that right to exist is a 
right to engage in normal international business commerce. Until the 
Arab nations are willing to, in effect, permit Israel to join the family of 
nations in the Mideast, and the sooner they come to realize that an 
interchange between Israel and the Arab nations will be helpful and 
that the utilization of Israel's technology and advanced industrial ca 
pability would be helpful to the Arab nations in improving their eco 
nomic standards, the sooner we will have real peace in the Mideast.

Senator PROXMIRE. Why do we need new legislation to stop racial 
or religious discrimination when only eight of 51,000 boycott requests 
received by American firms involved discriminatory requests? It's 
almost an insignificant number.
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Mr. BATJM. Mr. Chairman, the nature of the boycott itself i5 some 
what problematic. It's difficult to tell what goes into the decision of 
the Arab boycott authority in determining whether to place an in 
dividual or firm on that list.

People who are on the list are unable themselves to account for their 
presence on that list.

We do know on the basis of statements made by Arab boycott offi 
cers, that the list is comprised from a variety of sources; newspapers, 
UJA publications, et cetera, and they select from these materials 
names——

Senator PROXMIKE. They don't use this request route in order to de 
velop the names ?

Mr. BAUM. No; it's from secondary sources.
Senator PROXMIRE. One other question I would like to ask you 

gentlemen.
It's been reported that the Anti-Defamation League has been work 

ing with various business groups to try to work out compromise legis 
lation. Can you tell us anything about any progress you have made?

Mr. GREENBERG. The report as you stated it is incorrect.
We don't work out compromise legislation. The Congress——
Senator PROXMIRE. Of course we do. But you would be helpful if 

you could bring yourselves and the business community along on that.
Mr. GREENBERG. The Anti-Defamation League has been involved in 

discussions with a group of American business leaders who have con 
stituted themselves informally in a group called "the Business Round 
Table." Those discussions have been of the principles underlying the 
legislation proposed here today and the objectives of the Anti-Defama 
tion League have been to reach agreement on those basic principles; we 
believe there is among the vast majority of American businessmen, in 
cluding those we are dealing with, agreement on the basic principles, 
so as to obtain the broadest possible basis of support in the American 
community for this legislation.

We are hopeful that, even as to some specifics, which may find their 
way into regulation issued after your legislation is adopted that we 
can reach agreement on these principles so that there will be, very, 
very broad support in the United States for legislation of this kind.

Senator PROXMIRE. My time is up, but it would be so helpful if you 
could come forth with any kind of recommendation before we mark 
up the bill. We would certainly like to hear it. Do you think there is 
any prospect that can be done within the next few weeks ?

Mr. GREENBERG. We. have been meeting on a very accelerated basis 
and trying as hard as possible to understand where each of us stands 
on this matter. We are committed to support Senate bills 69 and 92, 
and as you have heard, we believe in the manner in which they differ, 
we would support Senate bill 92. We do not encourage any delay in 
the adoption of that legislation, but to the extent that our joint under 
standing of the underlying principles of legislation bears upon the 
legislative enactments we will try to bring those to you as promptly as 
possible.

Senator WIIXIAMS. Gentlemen, four witnesses here this morning 
have either regretted or abhorred these Arab boycotts. The difference 
is, what can we do about it ?

85-654 O - 77 - 19
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The first panel suggest that diplomatic discussions could lead us to 
the end of the Arab boycott.

You feel legislation is needed.
I am trying to figure out which way we should go. How long has 

there been within the Arab world, this approach, of economic boycott, 
their responses, their differences with Israel? How long has there 
been an Arab boycott ?

Mr. MOSES. Almost since the inception of the State of Israel.
Senator WILLIAMS. That is almost 30 years.
Mr. MOSES. Yes; sir, it is going forward on an accelerated basis due 

to increased exports. We are now dealing with approximately $5 bil 
lion of trade, so that——

Senator PROXMIRE. Five billion ?
Mr. MOSES. Yes. More industry is affected by the boycott than ever 

before. That will accelerate to the extent the Arab nations are able to 
use their liquidity for purchase purposes abroad.

I would suggest, in view of the fact diplomacy has not been success 
ful in the past, now is not the time for legislation. It seems to me, the 
legitimate question is when.

Diplomatic efforts heretofore have not been successful, there are still 
restrictions witli respect to Jewish Americans visiting Arab nations 
solely because they are of the Jewish faith. We have been unsuccess 
ful in ameliorating that condition.

One of the spokesmen here today stated it should be left to industry 
to try to persuade Arab countries to soften their boycott position, but 
I failed to hear, and I listened carefully, any testimony by any of the 
gentlemen with respect to any efforts any of their companies had taken 
in that regard or intended to take, so I would suggest to you that now 
is the time for legislation, that if not now, when ?

I suggest the answer to that is now.
Mr. BRODY. You will recall Senator Williams when you introduced 

the legislation in 1965, and when you subsequently held oversight hear 
ings in 1967 and 1969, at that time spokesmen for the Department of 
State and Commerce said legislation is not the way. The way to deal 
with this problem is through quiet diplomacy.

I think what we have seen in the intervening 10 or 11 years is that 
quiet diplomacy simply has not worked. We need a little vocal diplo 
macy in the form of legislation.

Also about 20 years ago we had a sense of the Senate resolution 
adopted unanimously, deploring the Saudi Arabia anti-Jewish activi 
ties—their refusal even to admit Jewish servicemen into Saudi Arabia. 
The sense of the Senate resolution urged the State Department to take 
the principle that there should be no religious distinctions between 
Americans in dealings with foreign countries into consideration in 
negotiating contracts with foreign countries.

That was ignored.
I think we have reached the point where legislation of the kind that 

you and Senator Proxmire and Senator Stevenson have introduced, 
we have reached the point where the adoption of that legislation is 
necessary and it is the only way to deal with the problem.

Mr. GREEXBERG. May I also introduce two other gentlemen at the 
table with me, Senator ?

Your question or some of the prior questions might well have been 
better answered by them.
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I would like at this time to introduce Arnold Forster, general coun 
sel of the Anti-Defamation League; and Mr. Bookbinder, and Wash 
ington representative of the American Jewish Committee.

Mr. WIIITEHIIX. Senator Williams, in response to the question 
whether this should be left to some type of private diplomacy on the 
part of corporations, it was that very question that was raised and the 
reason we announced support for legislation, national legislation, well 
over a year ago.

The problem that faces a corporation is, No. 1, it does have difficulty 
in attempting to quietly negotiate changes in these types of certifica 
tion and these boycotts, where its competitors may not be doing so. We 
would find it almost an asset to many American businesses to put the 
policy, as we wish to have it established, nationally, well-known, equal, 
and on a fair basis to all corporations.

It was the uneven and sometimes random transactions and actions 
of many American companies that were competitors to other American 
companies that causes a number of the companies to seek out ways of 
getting this legislation established.

Of course, we think that Senate bill 69 does it on the most rational 
and even basis.

I would like to add one additional comment. We have had some dis 
cussions on this negative and positive certification question. I may 
probably differ a little from my colleagues on the panel here.

What we have been able to discover is that it is the negative cer 
tification which uses the name of the country, which is being boycotted, 
which is really the factor which is distasteful, but on primary boycotts, 
of course, it is a country that is picked out for a particular boycott, and 
I would see the distinction being one of, that it isn't relevant as far as 
primary boycotts are concerned. It is relevant in the sense that it does 
identify with precision and preciseness the country against which 
the boycott is directed.

Mr. FORSTER, Mr. Chairman, on that subject, I think the suggestion 
has been made that we can not, for sovereignty reasons, legislate 
against primary boycotts. That doesn't mean we like primary boycotts. 
We don't want to, but we must permit the targeting by way of primary 
boycott, upon nations friendly to the United States.

Now, the fact is that some Arab nations, as Mr. Greenberg indicated, 
are now prepared to give up the right of the use of the negative cer 
tificate of origin. Obviously, they see a distinction because we have 
heard nothing from the Arab nations about giving up the right of 
primary boycott.

Are they giving up the right of primary boycott, when four of these 
nations say now that they will allow abandonment of negative certi 
ficates of origin ?

Of course not. Because while they see it may be an extension of the 
primary boycott, they also see a very substantial distinction between 
the two. Which is the reason Mr. Greenberg argues for the incorpora 
tion of an outlawing of the negative certificate.

I would just briefly address myself to Mr. Proxmire's question about 
the damage to Israel that is being done by the Arab boycott. I would 
agree with Mr. Moses that it is incalcuable or at least immeasurable, 
when no one knows what American countries have refrained from 
doing business with Israel, because of the boycott.
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We can name on the fingers of perhaps two hands, the major, the 
giant, the very large American companies that are in both countries.

The reason we are limited to two hands is because there are not 
too many of the hundreds of major American companies you can 
name—for us an honor roll—Raytheon, Sheraton, Hilton, National 
Cash Kegister, Westinghouse, IBM, General Electric, Texas Instru 
ment, after which you begin to run out of very large companies.

The fact is there are a small number. As I recall it, the last time I 
was in Israel I heard Israeli newspaper reporters talking about the 
inability of the Israeli Government to get a large industrial firm to 
build a chemical plant on the Dead Sea.

That may be an indication of the damage done by the Arab boycott.
Mr. BOOKBINDER. I think Senator Proxmire asked a couple of ques 

tions earlier that might warrant a few comments. Mr. Moses and Mr. 
Greenberg did answer. The questions are not so much about the sub 
stance and the merit of the boycott. It is very, very difficult to get 
people, as you say earlier this morning with all respect, it is very 
difficult for witnesses to make a good case against the legislation.

Rather, as Senator Proxmire asks about the question that every 
body is rasing, will it hurt American business and hurt the prospects 
for peace in the Middle East?

If we thought for one moment it would interfere slightly with the 
prospects for peace, we would have second thoughts. That question 
really warrants a very, very frank comment here. Almost anything 
you do in this area, any trade, any tariff considerations, always had a 
potential threat that there may be some dire consequences you can't be 
sure about in advance, but America has made a very basic judgment 
about our relations in that part of the world, our relations with Israel. 
Our basic support for Israel is premised on the notion that it isn't 
only Israel being out of favor when we support it, but it is an Ameri 
can interest, If there is any instance of that similarity of interest 
between Israel and America, it is in this area.

As you have said, Senator Proxmire, and each of you have had on 
various occasions, this issue of antiboycott legislation is primarily an 
American problem.

We serve ourselves if we say to the world we will not permit you to 
do this kind of thing. Especially when you do it to one of our best 
allies, best friends.

So we ought to understand what we are doing. We are saying we 
do not think there is any risk that is so great, not great at all, that we 
shouldn't do the honorable thing here. If we are willing in support of 
Israel to make very generous contributions of economic and military 
assistance, if we participate actively in the diplomatic world to advance 
this American interest, surely in the area of economic warfare now 
being conducted against Israel, it would be a violation of everything we 
have done, it would be a contradiction if we did make our little Ameri 
can contribution, to stopping this blackmail and economic warfare 
against Israel, at the same time we advance American interests.

Senator SARBANES. First, I am interested in your position on the pre 
emption question.

I know it was testified to by Mr. Whitehill, but I don't think you 
gentlemen did.

Mr. BAUM. Some of us are interested in the various State enactments, 
some of us have helped promote interest in State antiboycott bills.
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It is hard to have an opinion on preemption. I think all of us prefer 
antiboycott legislation across the country that apply equally to all 
American firms no matter where located.

If Federal legislation before this Congress would be comprehensive 
and clear, and broadly applicable, I think we all would endorse pre 
emption. That would allow the States to protect their interests under 
the rubric of Federal legislation, but if legislation finally inacted is 
not comprehensive, and not broad, I think we would say we would 
want to reserve for the rights of the States, the opportunity to enact 
their own legislation to protect their residents in a way they deem 
most appropriate and effective.

It is difficult now to prognosticate about the utility of preemptions 
until we know the nature of the Federal law.

Mr. MOSES. I join in Mr. Baum's statement, with a footnote. Tradi 
tionally States have interests with respect to discrimination against 
its citizens, and I can foresee preemption reaching the purely eco 
nomic business relationships, but leaving to the States the right, as they 
see fit to prohibit various discriminatory acts that affect their citizens 
based on ther citizens' race, religion, and so on.

Maryland, your State, being, of course, one of those States.
Mr. GREENBERG. One other footnote-type comment, California prob 

ably has the most comprehensive antiboycott legislation adopted by any 
State.

I happen to be a Californian. It is part of what we describe as the 
Cartwright Act, our State antitrust legislation.

Now, manifestly, there is Federal antitrust legislation and yet the 
States have antitrust legislation applicable to commerce conducted 
within the State of California.

We see no essential inconsistency between the Cartwright Act, the 
State antitrust legislation, and the existing Sherman Act and its 
sister legislation.

So that it is possible that one could have a uniform and universal 
applicable rule under Federal legislation, but with supplemental 
State legislation whcih would fit into the area of the Federal legis 
lation and make it a total enforcement program.

Mr. BAUM. One comment about State legislation. My agency has 
followed the operation of the New York State antiboycott law fairly 
closely. We have attempted to assess whether, in fact, there has 
been any substantial diversion of trade away from New York because 
of the existence of that law. We have prepared a fairly detailed report 
analyzing the activities within the port of New York.

I must say that we found, contrary to all the fearful prophecies 
that have been uttered, that there was no substantial or significant 
diversion of trade. I was astounded to hear the comment by one 
of the witnesses this morning that some Jewish freight forwarders 
have moved from the State of New York because of the State law. 
I know of no such case.

The only change in place of operation I know about has to do 
with satellite operations of Aramco. There have been perhaps one 
T two others associated with Aramco that moved out of New York, 
but other than that, I know of no change because of the existence of 
the State antiboycott law.

To say that the Jewish faiths, if you will, are moving from 
New York because of the law is misleading. I have had .an oppor-
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tunity to discuss recently this very matter with the general counsel 
of the New York Freight Forwarders Association. I am told he 
will appear before the committee. You can question him yourself.

As far as we can tell, neither New York nor any other jurisdiction 
that we know about has had any substantial loss of trade within the 
State because of the existence of the State antiboycott laws.

Senator SARBANES. How has the business community responded to 
the boycott and what role is it called upon to play ?

Mr. MOSES. I have had the opportunity to speak to groups of general 
counsels. One such group in Pittsburgh and one such group in northern 
New Jersey. At both sessions there were representatives from large 
American companies. What I heard—not the very words spoken; my 
position on the matter was very clear—but what I heard was that they 
don't like the boycott and that they are not opposed to legislation that 
Mr. Whitehill referred to, to place all U.S. companies in the same 
position in dealing with the boycott.

They don't want to have to curry favor or gain competitive advan 
tage by taking action that would be contrary to the stated principles 
in the Export Administration Act, which principles up to now have 
not had the force of law.

I cannot speak for American industry, but what I sense is that, the 
legislation would not be abhorrent to many major U.S. companies and, 
indeed, might even be welcomed for the reasons stated.

Mr. BATJM. My organization has engaged what we call "a share 
holder's project," within which we have attempted to introduce proxie 
statements on most of the major corporations in most of the United 
States on antiboycott legislation.

We have had conversations with the general counsels, presidents, 
and chief execute officers of most of those corporations. In almost 
every case they are perfectly willing and eager to abide by the laws of 
this country.

They have said they are unwilling to introduce the resolutions, be 
cause it requires them to take steps beyond the scope of existing legis 
lation. They would be substantially aided and supported if they had 
legislation that would mandate them to take the action which we re 
quest of them, which their shareholders request.

I believe, and Mr. Moses believes, there is a great reservoir- of sup 
port within American industry, within the business community for 
this kind of legislation. It affords them kind of a defense against 
demands by the American boycott authors. It enables them to say, we 
would be willing to comply with the terms of the contract you demand, 
but we can't because of the policy, the laws of our country prevent us 
from doing so. It gives them an opportunity to invoke that statutory 
defense and to escape reprisal on the ground that the policy and the 
laws of the United States prevent them from taking action demanded 
of them by foreign customers.

Senator SARBANES. The statute would insure that the entire com 
munity would not be brought down to the level of the lowest common 
denominator, in the sense that those few companies, or however many 
companies there may be, which did not share these concerns and were 
prepared to engage in whatever practices they thought were necessary, 
to get business. At the moment, there is no protection against that 
legally.

Is that right?
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Mr. MOSES. That's correct.
Senator SARBANES. I take it that the meetings—I want to be very 

clear on this—between the Business Roundtable and the Anti-Defor 
mation League are for the purposes of reaching an understanding of 
the principles to be embodied in legislation, a broadening of the con 
siderations involved, and not directed toward the notion that voluntary 
action can substitute for statutory prescription?

Mr. GREENBERG. Your perception as stated is absolutely correct.
Mr. WHITE HILL. That is correct, Senator. General Mills is a member 

of the Roundtable. That is where the efforts have been directed.
Going back to the issue of preemption and State laws, I think, is 

really a very simple question. We all know this issue arises out of 
international politics and we know where the proper forum is to deal 
with those questions.

Senator SARBANES. Thank you, Mr. Chairman.
Senator STEVENSON. Gentlemen, I want to thank you for your calm 

and reasoned testimony. It attempts to recognize the American in 
terests that this legislation is intended to protect. It was introduced 
originally for that purpose, to defend American sovereignty and 
American principles. I remain committed to it for that reason.

I want to end up with what may seem like a small question, but a 
question that is large in my mind. Your testimony has been refreshing, 
because it recognizes American interests. It hasn't always. We haven't 
today discussed American interest in any other part of the world ex 
cept for the Middle East.

What American interest is served by preventing an American com 
pany from certifying to Tanzania that chrome and trucks sold in 
Tanzania did not come from Rhodesia ?

Mr. GREENBEHG. If I may try to repeat your question, you asked 
what American interest is served by preventing Tanzania from re 
quiring a negative certificate of origin regarding the source of goods 
in Rhodesia. I believe that the legislation which we support would 
allow Tanzania to ascertain the specific origin of the chrome in your 
hypothetical question. So that it could satisfy itself that the chrome 
came—I am not sure of other sources of chrome in the world, but I 
assume the Soviet Union is a possible source—that they could obtain a 
certificate that the chrome had, indeed, come from the Union of Soviet 
Socialist Republics.

We see no purpose in permitting the negative certificate of origin. 
We think the question is cast in the wrong direction. We see no reason 
for American business to be part of the economic warfare between 
those two countries, so that Rhodesia is the only country that the 
chrome can't come from.

We assume the boycotting countries want to know the country of 
origin and to know it's not Rhodesian in origin, but we feel that pur 
pose can be served by permitting the positive certificate of origin.

Mr. MOSES. There is no implication, I'm sure, in Mr. Greenberg's 
remarks that we would support Rhodesian exports to Tanzania con 
trary to the wishes of the importing country. We are merely suggesting 
that the legislation which the committee is considering should be 
neutral in its application. If it should be determined that U.S. interests 
are served by taking a position with regard to any controversy between 
Rhodesia and Tanzania, that can be addressed in specific legislation
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or executive order, but legislation which deals with the broad principle 
and which addresses itself to boycotts directed against nations friendly 
to the United States should, as a point of departure, not permit the 
singling out of a single nation for invidious treatment by American 
industry by permitting compliance with negative certificates of origin.

Senator STEVENSON. I think you know what you are saying. I hope 
this audience doesn't misunderstand what you are saying. What you 
are saying is before a company can comply with a boycott of Khodesia, 
by offering or declining to comply with the negative certificate require 
ment, that a law has to be passed.

Mr. MOSES. Yes.
Senator STEVENSON. I disagree with you on that. It's never been a 

take a moral position, it has to be supported by law. 
take a moral position that it has to be supported by law to do so.

Mr. MOSES. No; I am saying the legislation should start with a neu 
tral blotter. If it were the position of the United States that we should 
in fact be discouraging trade with any given country, that can be 
handled. Additionally, what moral decision might be made by a U.S. 
company that is a unilateral decision which a U.S. company is always 
free to make.

Senator STEVENSON. Not under this legislation in this case.
Mr. BATTM. This preserves for American firms——
Senator STEVENSON. My legislation does; yes.
Mr. BAUM. We understand it to mean that American firms are 

indeed free to make their own decisions. If they decide on moral 
grounds they want to boycott another country they may do so. If they 
decide.

Senator STEVENSON. Not pursuant to 'a request for a negative 
certificate.

Mr. BOOKBINDER. As the only nonlawyer at the table and maybe in 
the room, may I suggest, I would hope it's not antilegal, but I just 
feel that there has got to be a distinction made somehow in law, and 
Executive orders are something, a distinction made between what the 
United States does and what the U.S. Congress wants and decides to 
do, in actions that will affect a trusted ally and friend of ours. We 
have not taken any anti-Israel position as a nation. In fact, we are 
a pro-Israel nation. Therefore, what might be considered appropriate, 
in the case when we, have ioined with other nations in saying that 
there are some problems with Ehodesia, that thing should not auto 
matically apply to our relations with Israel.

Senator STEVENSON. You better not go too far or you will fall in 
the trap that is waiting for you. We're not asking for a dual stand 
ard. This legislation isn't going to legislate as to which country is 
friendly and not friendly. I don't think there is any implication or 
over been a suggestion that Ehodesia is not a friendly country.

Senator SARBBANES. Mr. Chairman, can I follow up on that 
question ?

Senator STEVENSON. By all means. I use this as an example. I men 
tioned other examples earlier, that could be explored.

Senator Sarbanes.
Senator SARBANES. T understand your emphasis on neutrality to be 

within the context of dealing with nations, all of whom were perceived 
as being friendly.
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Mr. MOSES. That's correct.
Senator SARBANES. And the principle of neutrality obviously will 

be put aside when you start dealing with nations about whom we do 
not have that perception. The extent of that difference may vary. 
There may be belligerent warfare, they may be a nation where we 
made a decision in the United Nations that an economic boycott 
should be imposed on them by all the countries of the world, in 
which we are going to participate, or we may recognize some other 
policy in terms of our dealings and we then get into difficult questions.

I didn't understand your emphasis on the sort of neutral aspect of 
this, to go beyond the category of countries with whom we are trying 
to maintain friendly relations and reaching into that other host of 
relationships that might be involved, is that correct ?

Mr. MOSES. That's correct.
Mr. BRODY. The legislation has an exception for a country which 

itself may be the object of any form of embargo by the United States.
Senator STEVEHSON. You are right. But we are not attempting in 

this legislation to legislate a determination as to whether Turkey is 
friendly or Taiwan is friendly, or Japan is friendly. It makes an 
exception for mv example. Rhodesia. Are there any further questions?

Gentlemen, thank you.
[Whereupon, at 1:50 p.m., the hearing was recessed to reconvene the 

28th of April.]
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ARAB BOYCOTT

TUESDAY, FEBRUARY 22, 1977

UNITED STATES SENATE, 
COMMITTEE ON BANKING. HOUSING AND URBAN AFFAIRS,

SUBCOMMITTEE ON INTERNATIONAL FINANCE,
Washington, D.G.

The subcommittee met at 10:05 a.m. in room 5302, Dirksen Senate 
Office Building, Senator William Proxmire presiding.

Present: Senators Proxmire, Williams, Stevenson, and Sarbanes.
Senator PROXMIRE. The subcommittee will come to order.
Today we resume hearings on the antiboycott legislation pending 

before the subcommittee. Yesterday we heard testimony from business 
groups who contend that enactment of any boycott legislation would 
seriously affect U.S. jobs and exports. We also heard testimony from 
supporters of such legislation who contend that whatever the economic 
impact, it is a price worth paying for the defense of basic American 
principles. -

Senator Stevenson, Senato.r Williams, and Senator Sarbanes and I, 
together with others, believe that we rmist take forceful antiboycott 
measures, that we must not permit American sovereignty and prin 
ciples to be violated by the dictates of foreign governments. The pur 
pose of these hearing's is to help us fashion a firm, workable, and re 
sponsible to a highly sensitive and emotional issue.

I apologize for the fact that we weren't able to start the hearings at 
10 o'clock and get them through at a more reasonable hour but we had 
a previous meeting scheduled of the committee at 9:30 and that had 
to be canceled and it was too late to move the hearings up.

I'm eoing to ask with the tolerance of the other witnesses that Mr. 
Francis Burch, the attorney general of Maryland, testify first. He has 
an urgent commitment that he has to meet and then we will proceed 
with the other witnesses. Mr. Burch, go right ahead, sir.

STATEMENT OF FRANCIS B. BURCH, ATTORNEY GENERAL OF
MARYLAND

Mr. BURCH. My purpose in appearing before you today is to urge 
the launching of a resolute and. uniform congressional attack upon the 
secondary level of the Arab boycott of Israel. By "resolute" I mean a 
statute which employs the full force and effect of the power residing 
in Congress to regulate foreign commerce. By "uniform", I mean the 
inclusion within such a statute of a provision which explicitly pre 
empts the States from legislating in this area.

As you know, Maryland is one of only six States which has legisla 
tively responded to this very serious problem. Although the approaches 
taken by these six States have been far from uniform, they have nec 
essarily been geared toward the protection of civil rights rather than

(293)
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the regulation of foreign commerce. Consequently, State regulation in 
this area of international concern is, although laudatory, an insufficient 
substitute for Federal legislation based squarely on the congressional 
power to regulate foreign commerce.

In 1976, the State of Maryland enacted a Foreign Discriminatory 
Boycotts Act. The purpose behind this legislation was to purge from 
all commercial transactions occurring in our State the foreign imposi 
tion of terms and conditions which discriminate against our citizens 
because of their national origin, race, religion, or sex. As attorney gen 
eral of Maryland, I have been charged with the responsibility of en 
forcing our statute, both civilly and criminally, and granted the au 
thority to promulgate regulations governing that enforcement. In 
order that you may better understand the constitutional limitations 
which a State faces in this area, I have made available copies of the 
regulations which I have promulgated and adopted. I am confident 
that a careful analysis of these regulations, and the Maryland statute 
which they interpret, will reveal that the full constitutional powers 
available to the State have been employed without unduly burdening 
foreign or interstate commerce.

My position on the question of preemption is really quite simple to 
state; I favor its inclusion in a Federal statute Avhich is stronger than 
the Maryland act, and oppose its inclusion in a statute which is weaker. 
This position is based upon a firm belief in the fundamental concepts 
of federalism and comity. Those powers which reside in the Federal 
Government do so because of the need for uniformity in their applica 
tion. This need arises when, and only when, Congress determines that 
a specific problem is of sufficient national concern to warrant the ex 
ercise of constitutional power in excess of that available to the States. 
Only then should the States remove themselves from the arena.

Unquestionably, the secondary aspects of the Arab boycott of Israel 
constitute a matter of grave, national concern. Consequently, federal 
ism demands that Congress accept the responsibility appurtenant to 
the power granted by the commerce clause, and act in a manner which 
accomplishes uniformity by preemption.
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Without close attention to the philosophy of federalism, one might 
incorrectly conclude that the proponents of Federal preemption in 
antiboycott legislation necessarily place in jeopardy or undermine 
those powers still available to the States. The fallacy of such a con 
clusion becomes apparent when one recognizes that much opposition 
to preemption in this area emanates from those States which have not 
seen fit to accept the responsibility which adheres to those powers. 
States such as Maryland, which have recognized their power and ac 
cepted their parallel responsibility, do not act in derogation of those 
powers by expecting Congress to do the same.

It is my belief that the position which I urge today reflects the 
views of the majority of Maryland's citizens. At a public hearing held 
on December 20,1976,1 stated the position which I have restated here, 
and asked for comment on it. In essence, the response was that Fed 
eral preemption would be appropriate if, and only if, it were included 
in strong, effective legislation.

Unfortunately, the enactment of any regulation, State or Federal, 
inevitably requires the imposition of an additional layer of bureauc 
racy. It is not unreasonable to expect that foreign countries and 
businesses will perfer to use the ports of those States where only one 
regulatory scheme needs to be satisfied. It would be both ironic and 
manifestly unfair for Congress, through the enactment of weak and 
nonpreemptive legislation, to foster discrimination against those 
States which have had the fortitude to protect their citizens from it.

Maryland and the five other States which have enacted antiboycott 
legislation have placed human rights above economic interests. They 
have accepted the responsibility that goes with power. It is your duty 
to do the same.

Thank you for the opportunity to testify on this most important 
matter.

[Attachment to Mr. Burch's statement follows:]
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ADOPTION

Title 02:- 
STATE LAW DEPARTMENT

ANTITRUST DIVISION
Authority: CorncMrcial Law Articlt. HI-2A13. 

Annotated Cod* of Maryland

Notice is given that on January 8, 1977, regulations 
under COMAR 02.04.01 Maryland Foreign 
Discriminatory Boycotts Act Regulations were adopted 
by the State Law Department, Francis B. Burch, Attorney 
General

These regulations, which were proposed for adoption in 
.3:24 Mi R. 1394-99 (November 24, 1976), have been 
adopted with the changes shown below and become 
effective coincident with the issue date of this publication.

[101 Effective Date.
The Maryland Foreign Discriminatory Boycotts Act 

Regulations shall be effective on January 1. 1977 and 
thereafter as amended or promulgated.\\

{(M\\M. Definitions.
The following words as used in the Maryland Foreign 

Discriminatory Boycotts Act, Commercial Law Article, 
H/-2AOJ et seq.t Annotated Code of Maryland, and 
COMAR (I2.Q4.OI shall be defined 03 follows.

A- Document.
fl) As used in Commercial Lout Article, l$ll-2A02(E) 

and 11-2A12, Annotated Code of Maryland, "Document" 
means any writing in due form purporting to be a bill of 
lading, policy or certificate of insurance, official weigher's 
or inspector's certificate, consular invoice, certificate of 
origin, letter of credit, or any other negotiable or 
non-negotiable writing authorized or required by the parties 
to an agreement, understanding or contractual 
arrangement to be made by a third party and which is 
prima facie evidence of its own authenticity and 
genuineness.

'2) As used in Commercial Law Article. §§11-2AQ4 and 
11-2A05, Annotated Code of Maryland, "Document" means 
any tangible recordation, notation, or other evidence which 
directly or indirectly relates to an event described by the 
Attorney General in his demand and which is reasonably 
calculated to lead to the discovery of admissible evidence of 
the event.

B- 'Goods" means all tangible things other than the 
money in which the price is to be paid and investment 
securities.

C. Bill of Lading" means a document evidencing the 
receipt nf goods for shipment issued by a person engaged in 
[he business of transporting or forwarding goods, and 
includes an. airbill.

D- "Airbill" means a document serving for air 
transportation as a bill of lading does for marine or rail 
transportation, and includes an air consignment note or air 
waybill.

E. International and Not Intrastate Transit.
'It With respect to export transactions, 'International 

and \ot Intrastate Transit" means that portion of the

transportation of goods which occurs, without interruption, 
after:

la) The issuance of a bill of lading for the goods at 
the shipping point; or

i bi The loading of goods not covered by a bill of 
lading, or fnr which a bill of lading it-ill ft? iitsued at the 
destination point, on board the railroad car. track, airplane, 
vessel or other vehicle which moves the goods beyond the 
United States border.

*2> With respect to import transactions, 'International 
and -Vof Intrastate Transit" means that portion of the 
transportation of goods which occurs, without interruption, 
before the arrival of the goods at the ultimate destination 
point specified by the shipper.

F. As used in Commercial Law Article. $31 l~2A03(a>, 
Annotated Code of Maryland. "Participate" means the 
entering into or carrying out of any provision, express or 
implied,

fit Which:
fa± /« part of an agreement, understanding, or 

contractual arrangement for economic benefit between the 
parties thereto, at least one of which is a foreign 
government, foreign person, or international organization; 
and (\which\\

(6^ la required or imposed directly or indirectly, 
overtly or covertly, by the foreign government, foreign 
person or international organization; and [[urhich\]

(c) Has as one of its purposes the restricting, 
conditioning or prohibiting oft or the interfering with, an 
existing or potential business relationship in the State 
between a person and a domestic individual because of the 
race, color, creed, religion, sex or national origin of the 
domestic individual [\but\\ and . 

f2> Which is not: ~~
la) Specifically authorized by the lour of the United 

States; or
fb) Limited to the manner in which goods are to be 

handleTTor shipped in international and not intraatate 
transit.

G. As used in Commercial Law Article. $ll-2A03tb), 
Annotated Code of Maryland, "Aid or Assist"- means the 
taking of any overt act in furtherance or observance of a 
provision outlined in $F, above, by a person not a party to 
the agreement, understanding or contractual arrangement 
of which the provision is part.
([.03II .±21 Applicability of Commercial Lau Article, 
SII-2A03, Annotated Code of Maryland.

In determining whether the Maryland Foreign 
Discriminatory Boycotts Act has been violated by knowing 
participation in, or knowing aid or assistance given to one 
participating in, a discriminatory boycott, the Attorney 
General shall be guided by the principles set forth in the 
examples in §S, below.

A. Any indication contained in the examples set forth in 
IS, below, that a transaction does not violate the Maryland 
Foreign Discriminatory Boycotts Act should not be 
construed as saying or implying that the transaction does 
not violate other State or federal laws.

8. Examples.
i I f Assume: Ajaj:, a Delaware corporation u-ith a plant 

in bfaryland, agrees to sell widgets manufactured in its 
Maryland plant to a Saudi Arabian company. The only 
discriminatory provision of the sales agreement demanded 
by the Saudi Arabian company requires that the widgets be 
shipped by an ocean vessel which employs no Jews.
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Payment is to be made by a Utter of credit issued by a Saudi 
Arabian bank (the "issuer") with advice of the credit being 
given to Ajax (the 'beneficiary") by a Maryland bank (the 
"advising bank"). The advice states that Ajax must present 
the Maryland bank with a certificate issued by the 

• \fan-land~Saudi Arabian chamber of commerce stating 
that the ocean vessel used to ship the widgets employs no 
Jews.

RESULT: Ajax has not participated in a 
discriminatory boycott because the only discriminatory 
provision of its sales agreement pertained to the handling or 
shipping of goods in international transit. For the same 
reason, neither the Maryland bank nor the owner of the 
ocean vessel has participated in a discriminatory boycott.

(2i Assume: The facts are the same as \B(l), above, 
except that the sales agreement also contains a second 
discriminatory provision demanded by the Saudi Arabian 
company. This second provision is that Ajax will employ no 
Jew in the widget manufacturing process. Additionally, the 
owner of the ocean vessel who is subject to Maryland 

'^jurisdiction knows of this second provision and agrees to tut 
bound by the first provision, that is, he agrees to employ no 
Jew on his vessel.

RESULT: Ajax has agreed for economic benefit to a 
foreign person's demand the purpose of which is to prohibit 
a business relationship between Ajax and another domestic 
individual because of the religion of that individual. Thus, 
Ajax and the Saudi Arabian company have knowingly 
participated in a discriminatory boycott. The Maryland 
bank has not violated the Maryland Foreign Discriminatory 
Boycotts Act because it has neither knowingly participated 
in the discriminatory boycott nor knowingly aided or 
assisted the participation of Ajax or the Saudi Arabian 
company. The bank's activity has been limited to (a) 
entering into a non-proscribed agreement with the Sau3l 
Arabian bank, and (b) the execution and delivery of a 
document pertaining to the handling or shipping of widgets 
in international- transit, neither of which activity may 
constitute a discriminatory boycott.

As the statutory definition of discriminatory boycott is 
can/led to the offending provisions of an agreement, as 
opposed to the entire agreement which contains those 
provisions, the Maryland bank has not violated subsection 
(b) of Commercial Law Article, HI-2AQ3, Annotated Code 
of Maryland. This is so because the bank's agreement to 
obtain the certificate did not aid or assist the boycotting 
parties in accomplishing the discriminatory boycott, that is, 
the provision requiring that no Jews be hired in the widget 
manufacturing process.

The owner of the ocean vessel has not participated in a 
discriminatory boycott, even though he has .agreed with 
Ajax to employ no Jews, for two reasons, either of which is 
sufficient: One, Ajax is not a foreign person, and two, his 
agreement was with respect to the handling or shipping of 
widgets in international transit. Nor has he violated 
subsection (b) of Commercial Law Article, S11-2A03, 
Annotated Code of Maryland, by knowingly aiding or 
assisting Ajax or the Saudi Arabian company in their 
participation in a discriminatory boycott. Although he 
knows of the discriminatory boycott, namely the provision 
not to hire Jews in the manufacture of the widgets, and by 

^agreeing to hire no Jews for his vessel does more than 
merely handle or ship the widgets, nevertheless his activity 
aids the participants only in their first, non-proscribed, 
discriminatory provision, namely that no Jew will be 
employed on the vessel.

'•It Assume: The facts are the same as §B( li, above. 
Additionally, the Saudi Arabian company contracts directly 
with the owner of the vessel, a Maryland resident, for~the 
international shipment of the widgets and requires that he 
employ no Jew on his vessel.

RESULT: The owner of. the vessel has knowingly 
agreed to a provision of a contract, for economic benefit, 
imposed by a foreign person (the Saudi Arabian company) 
which provision prohibits the establishment of a business 
relationship by a domestic individual btcz'jse of his 
religion. The vessel owner has not participated, however, in 
a discriminatory boycott because the discriminatory 
provision was with respect to the handling and shipping of 
goods in international transit. By definition, such a 
provision may not constitute a discriminatory boycott.

(4> Assume: The facts are the sar\e as iBf2>, above, 
except that the Saudi Arabian bank requires tnt Maryland 
bank to obtain from the Maryland-Saudi Arabian chamber 
of commerce, before paying Ajax, a certificate of Ajax's 
compliance with both discriminatory provisions.

RESULT: The Maryland bank violates subsections (a) 
and (b> of Commercial Law Article, $ll-2A03, Annotated 
Code of Maryland. Subsection (a) is violated because the 
Maryland bank has knowingly agreed, for economic benefit, 
to the Saudi Arabian bank's demand concerning the 
certification of non-employment of Jews by Ajax. This 
demand is not with respect to the handling or shipping of 
widgets in international transit and its purpose is to 
prohibit a business relationship between Ajax and another 
domestic individaal because of the religion of that 
individual. Subsection (b) is also violated because the 
Maryland bank knowingly and overtly aids or assists the 
participation of Ajax and the Saudi Arabian company in 
the proscribed provision not to employ J*u:$ in the 
manufacture of widgets (the discriminatory boycott) by 
agreeing to police it.

Assuming that the Maryland-Saudi Arabian chamber 
of commerce is controlled by a foreign person and, due to 
that control, agrees with Ajax to certify to the proscribed 
provision (the discriminatory boycott;, it also violates 
subsections (a) and (b) of Commercial Law Article, 
H1-2A03, Annotated Code of Maryland. If however, the 
chamber knows of the second, proscribed provision but 
agrees to certify to only the first, non-proscribed provision, 

•• namely the provision not to employ Jeu:s on the ocean 
vessel, it violates neither subsection (a) nor <b>. This is so 
because its aid or assistance went only to the 
non-proscribed, albeit discriminatory, provision.

(5i Assume: The facts are the same as in $B'4.t above. 
Additionally, the widgets are to be painted by a third party 
located in Maryland before they go into international 
transit. Ajax explains to XYZ Trucking Company all the 
provisions of the Ajax-Saudi Arabian conpany gales 
agreement before requesting XYZ to trcnspor: the u-idgets 
to the Maryland painter. XYZ agrees '.o so transport the 
widgets.

RESULT: XYZ has not violated the Act because the 
truckir.g company has merely handled or shipp-ed the goods 
ofAjax. The fact that the widgets were in inirc^tcte and not 
international transit is immaterial because the proviso'to 
Commercial Law Article, $11-2A03, Anr.otc:ed Code of 
Maryland, is not so limited.

<6i Assume: The facts are the same as in $Bf5i, above. 
Additionally, a third requirement imposed by the Saudi 
Arabian company on Ajcix is that no Jen- fha'l be employed 
in any aspect of the transportation of the u-idgets. XYZ
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knows nf this third requirement and agrees with Ajax to 
employ no Jews in transporting the widgets to the 
Maryland painter.

RESULT: As the third requirement is not limited to 
international transit, it is a discriminatory boycott and 
XYZ ciolates subjection ibt of Commercial Law Article. 
511-2A03. Annotated Code of Maryland, by knowingly 
aiding or assisting Ajax's participation therein. Because 
XYZ complied with the illegal provision, it did more than 
merely handle or ship the widgets and thus lost the 
protection of the proviso to Commercial Law Article, 
9J/.2AG3, Annotated Code of Maryland.

(7i Assume: Ajax, located in Maryland, desires to sell 
widgets to Baker ffavtlty Company, also a Maryland based 
business. Baker demands that Ajax employ no black in the 
widget manufacturing process, and Ajax so agrees.

RESULT: Neither Ajax nor Baker has participated in 
a discriminatory boycott because the party requiring the 
dincriminatory provision is not a foreign person.

(8) Assume: The facts are the same as in \B(7), above. 
Additionally, Baker has, as a corporate director, a resident 
ofRhodesia.

RESULT: Baker is a foreign person because Us 
Rhodesian director has the power to influence the 
management or policies of Baker. It is not apparent, 
however, that either Ajax or Baker has participated in a 
discriminatory boycott because there has been no showing 
that the influence of the foreign director of Baker 
proximately caused the discriminatory demand. But, upon a 
showing that the foreign director had exercised any degree 
of influence in causing Baker to make its demand, both 
Ajax and Baker would violate Commercial Law Article, 
Ul-2A(Wat, Annotated Code of Maryland.

(9) Assume: The facts are the same as given in lB/8i, 
about, except that th» discriminatory demand is made by 
Ajax instead of Baker.

RESULT: The agreement does not violate the 
Maryland Foreign Discriminatory Boycotts Act because the 
person making the discriminatory demand is not a foreign 
person.

tlOt Assume: The/acts are the same as given in 58(1 >, 
above, except that the Ajax-Saudi Arabian company sales 
agreement contains an additional provision not normally 
found in a commercial transaction. The provision requires 
that Ajax shall employ no Zionist sympathizer.

RESULT: The determination of whether such a 
provision constitutes a discriminatory boycott depends on 
whether the phrase "Zionist sympathizer" has been used 
euphemistically for the word ~Jew". The Attorney General 
would investigate the circumstances surrounding the 
requirement in order to make such a determination.

flit Assume: The facts are the same as given in IB(2>, 
above, that is, that the two discriminatory provisions of the 
Ajax-Saudi Arabian company sales agreement prohibit (It 
the employment by Ajax of any Jews in the widget 
manufacturing process, and f2l the employment of any 
Jews in the shipment of the widgets. Additionally, the 
nature of the widget is such that during transit it may be 
necessary to apply a chemical spray at the direction of the 
freight forwarder. Ajax requests that, should such spraying 
become necessary, the Baltimore freight forwarder agree

that no Jew be employed in the spraying procefs. The 
freight forwarder, having knowledge of both discriminatory 
provisions in the sales agreement, agrees to the Ajax"request 
to apply or arrange to have applied the chemical spray on 
the carrier, dock or vessel.

RESULT: The freight forwarder ha* not participated 
in a discriminatory boycott because Ajax is not a foreign 
'person, and because the agreement between the freight 
fortvarder and Ajax was with respect to the handling or 
shipping of goods in international and not intrastatt 
transit. Nor has the freight forwarder violated subsection 
>bi of Commercial Law Article, S1I-2A03, Annotated Code 
of Maryland. Although hr has tost the protection of the 
proviso to Commercial Law Article, \ll-2AQ3, Annotated 
Code of Maryland, because his agreement to hire no Jew 
exceeds the mere handling or shipping of goods, he hsu not 
aided or assisted Ajax's participation in its discriminatory, 
boycott, specifically the provision of the Ajax-Saudi Arabian 
sales agreement which prohibited the employment of Jews 
in the widget manufacturing process-

f12) Assume: Universal Widget, Inc., a New York 
corporation located in Ohio, enters into a sales agreement 
with a Saudi Arabian company. The foreign party requires 
that the sales agreement contain a provision which 
prohibits the employment by Universal of any Jew in the 
manufacture of the widgets to be identified to the contract. 
Mr. Smith, a resident of Maryland at the time Universal 
executed its sales agreement, travels to Ohio in search of 
employment by Universal. Mr. Smith is refused employment 
by Universal because he is Jewish and his employment 
would violate the discriminatory provision of the 
Universal-Saudi Arabian company sales agreement.

RESULT: Universal has not participated in a 
discriminatory boycott because even absent the 
discriminatory provision, the business relationship (Smith's 
employment by Universal) would not have taken place in 
Maryland.

(13) Assume: The facts are the same as given in 
$B(22l, above. Additionally,'the sales agreement requires 
that the widgets are to be shipped through the port of 
Baltimore and a freight forwarder located in Baltimore is to 
provide the Maryland-Saudi Arabian chamber of commerce 
with certificates stating (I) that the insurer of the widgets 
while in transit is not on the blacklist established by the 
Arab League Boycott Office, fQ that the ship transporting 
the widgets is not an Israeli vessel and is not scheduled to 
call at any Israeli port during the voyage, and (31 that the 
widgets are not of Israeli origin and do not contain Israeli 
materials. The Baltimore freight forwarder agrees to supply 
the Maryland-Saudi Arabian chamber of commerce with 
these certificates.

RESULT: By agreeing to provide the first two 
certificates pertaining to the choice of insurer and vessel, the 
Baltimore freight forwarder has aided or assisted Universal 
only in the implementation of the provisions regarding the 
shipment of widgets in international transit. Consequently, 
the freight forwarder has not thereby violated Commercial 
Lau- Article, S11-2A03, Annotated Code of Maryland.

By agreeing to provide the certificate of the non-Israeli 
origin of the widgets and the materials contained therein, 
the Baltimore freight forwarder has not aided or assisted

SYMHOLOCiY: ttnlirs indicate new matter. [Sinyk- bracket.-! indicate matter stricken from existing rule, 
f {Duuhle hrucket»| ) indicate matter -iricken Irum prnpitr-ed rule-making. 
I'tuJerlininn imlic:ite.- amendment* ti> pr-pnx-d rule-making.
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'Universal in its jtarticipa'ion in a discriminatory boycott
•because the certificate does not evidence any intent to 
disrriminate against tt domestic individual.
11.0/H .0.7 Applicability of Commercial Late Article. 
S//.2.4/*. .\nnotated Code of Maryland.

In determining whether any provision of any contract or 
other document or other agreement is null and void, the 
Attorney General shall be guided by the principles set forth 
in the examples in 9B, below.

A. Any indication contained in the examples set forth in 
55, belou; that a transaction does not violate the Maryland 
Foreign Discriminatory Boycotts Act should not be 
construed as saying or implying that the transaction does 
not violate other State or federal laws.

B. Examples.
fli Assume: AJax, a corporation located in Maryland, 

contracts to sell widgets to a Rhodes tan company. As part of 
the sales agreement the Rhodesian company requires that 
no black employed by AJax may perform any work on the 
ividget.-t to be identified to the contract. The widgets are to 
be paid for by a letter of credit issued by a Rhodesian bank 
(the "issuer") with confirmation of the credit being given to 
AJax fthe "beneficiary'*) by a Maryland bank I the 
'confirming bank"t. The Rhodesian bank instructs the 
Maryland bank to pay AJax only when presented with an 
affidavit stating that no black employed by AJax has 
performed any work on the widgets sold to the Rhodesian 
company. AJax can present no such affidavit because it has 
in fact employed a black in breach of its contract. AJax has 
complied, however, with all other terms of its sales 
agreement and presented all necessary documents, other 
than the affidavit, to the Maryland bank. The Maryland 
bank refuses Ajax's demand for payment solely because the 
affidavit is missing.

RESULT: That portion of the Maryland 
bank—Rhodesian bank agreement which is imposed by the 
foreign bank and requires the affidavit constitutes a 
discriminatory boycott. By entering into that provision the 
Maryland bank violates subsection (a) of Commercial Law 
Article, SU-2A03, Annotated Code of Maryland. 
Consequently, the provision is, without regard to observance 
by the person intended to be bound, null and void due to the 
operation of Commercial Law Article, S11-2A12, Annotated 
Code of Maryland. AJax has complied with all the lawful 
conditions imposed upon it as a "beneficiary" and is entitled 
to have its demand for payment honored. .

• f2i Assume: The facts are the same as given in §B'/;, 
above, except that the 'issuer" is located in New York 
instead ofRhodesia.

RESULT: As there is no showing that the New York
•bank imposing the discriminatory provision is a foreign 
person, the provision is not a discriminatory bo^-cott. Thus, 
the Maryland bank does not violate Commercial Lau: 
Article, $12~2A03, Annotated Code of Maryland, merely by 
its agreement. If, however, the provision were observed by 
the person intended to be bound fthe Maryland bank/, 
subsection <b) of Commercial Law Article, Ui~2A03, 
Annotated Code of Maryland, would be violated through 
the aid or assistance thereby given to participants in a 
discriminatory boycott fthe discriminatory provision of the 
Ajax-Rhodesian company sates agreement). Consequently, 
the discriminatory provision of the Maryland bank—\eti 
York bank agreement is null and void due to the operation 
of Commercial Law Article. S11-2A12, Annotated Cotle of 
Maryland. Ajax has complied with all the lawful mnditinna

i"'.pt."?fd upon it as a "beneficiary" and i.i entitled to have its 
cV -rcwrf for payment honored. ' 
('•<>' ,1 JM Suxpecti-rf Violation* to fie Kf ported tit Attorney 
General.

A. Definitions. The following words as used in 
CV~-i«?n:ia/ Law Article. $ll-2AQ-l. Annotated Code of 
Msr.-iitnd, or in these regulations shall be defined as

' 11 'Promptly" means loithin IS days of the event or 
occurrence.

•2> "Political Subdivision" means each of the counties, 
tht City of Baltimore, and each incorporated city or town.

'31 "Organisational Unit" means any agency, 
department, board, commission, .bureau, division, office, 
un:;. or other entity of any political subdivision or of the 
Executive Branch of State government.

'4) "Chief Administrative Officer" means that 
individual having immediate responsibility for the 
performance of the duties or affairs of any organizational 
unit.

'5> 'Officer" means any non-clerical employee of any 
organizational unit who, in the normal course of 
employment, reports directly to a chief administrative 
officer.

''$> "Private Person" means any individual, 
partnership, joint venture, unincorporated organization, 
charity, labor union, international labor organization, 
chsmber of commerce, mutual company, joint-stock 
company, educational institution, trust, corporation (other 
than a political subdivision or organizational unit), or other 
entity recognized at law or in equity in Maryland.

3' Reports by Officers or Chief Administrative Officers. 
Commercial Law Article, H1-2A04. Annotated Code of 
Maryland, requires officers and chief administrative 
off-cers to report apparent violations of the Maryland 
Foreign Discriminatory Boycotts Act to the Attorney 
General.

fl) Report Contents, Every report shall be written, 
submitted under oath, dated, and shall contain the 
following:

fa) The name, address, telephone number, and 
governmental organizational unit or other identification of .' 
tht reporting officer or chief administrative officer;

tb) A full, complete statement of the facts 
constituting the apparent violation of the Maryland Foreign 
Discriminatory Boycotts Act, Commercial Late Article, 
Ml'SAOl et sea.. Annotated Code of Maryland, listing the 
section or sections believed to be violated;

fc) Copies of all relevant documents; and 
'di The signature of the reporting officer or chief 

administrative officer.
''2> Promptly Filed. Every apparent violation of the 

Mz~yland Foreign Discriminatory Boycotts Act, 
CoriTifreiat Law Article, 5H-2A07 etseti.. Annotated Code 
of Maryland, shall be reported in the form outlined above to 
tnt Attorney General or the Assistant Attorney General and 
Chi-ff. Antitrust Division, within lo days of receipt of 
k".o^-!edge by an officer or chief administrative officer of 
this information.

'•ii Additional Obligation. The reporting officer or 
chief administrative officer shall provide the Attorney 
Gf.tral upon written request u-ith any additional 
in.'1:'motion or documents that the Attornev General may 
£/*=.T7T relevant.
' C. Reporting Compliance bv Chief Administrative 
Off.cer.
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'I) Duty of Chief Administrative Officer fa Secure 
Reporting Compliance. Each chief administrative officer 
.<Hall have the duty to see that his organizational unit ha 
complied with its reporting obligations, and \(he]\ is urged 
to seek from those private persons with tt'hom his 
organizational unit normally comes in contact information 
relevant to apparent violations of the Maryland Foreign 
-Discriminatory Boycotts Act, Commercial Late Article. 
UI-2AQI et seo.. Annotated Code of Maryland.

(2) Annual Affidavit Concerning Compliance.
(at On or before the first day of September of each 

year, the Attorney General, by written notice, may require 
any chief administrative officer to file on [[hit\\ behalf of his 
organizational unit an Affidavit concerning compliance 
setting forth the chief administrative officer's continuing 
diligence in seeing that his organizational unit has 
complied with the reporting obligations imposed by the 
Maryland Foreign Discriminatory Boycotts Act, 
Commercial Late Article, S11-2A01 cMeg., Annotated Code 
of Maryland, and these regulations.

(b) When Tiled. Each chief administrative officer so 
notified shall file his Affidavit concerning compliance on or 
before the last dav of October of the year of notification.

(ct Where Filed. The Affidavit shall be filed with the 
Assistant Attorney General and Chief, Antitrust Division, 
One South Calvert Street, llth Floor, Baltimore, Maryland 

. 21202.
(d) Forms of Affidavit.

fit The Affidavit shall be directed to the Attorney 
general;

fii) The Affidavit shall describe the steps taken by 
the chief administrative officer and his agents and 
employees to obtain and report information relevant to 
apparent violations of the Maryland Foreign 
Discriminatory Boycotts Act, Commercial Law Article, 
$11-2A01 et seq.. Annotated Code of Maryland; and

Hii) The Affidavit shall state either: [[of the 
following:]]

faa) "To the best of my knowledge, information 
and belief, the f insert name of organizational unit; has 
during the 12 months immediately preceding notification 
fully complied in all respects with its obligations to 
promptly and thoroughly report to the Attorney General all 
information regarding any apparent violations of the 
Maryland Foreign Discriminatory Boycotts Act, 
Commercial Law Article, 311-2A01 et seg., Annotated Code 
of Maryland, and under COMAR O^M.Ol.OSB." or

fbbi the full and complete reasons why he is 
unable to make an affidavit in the form set out in 
§[[C'2>fc>n)\} O2''d''iii''aa), above. 

D. Report* by Private Persons.
f l) The Attorney General encourages and will consider 

for investigation all reports by private persons of potential 
or suspected violations of the Maryland Foreign 
Discriminatory Boycotts Act, Commercial Law Article, 
$11-2AQ1 et seq.. Annotated Code of Maryland.

<'2i Report Contents. Every report by a private person 
mu.it be written, submitted under oath, dated, and contain 
all of the following:

fat The name, address, and telephone number of the 
person making the report:

(b> A full, complete statement of the facts, patterns of 
activity, or other information thought to constitute the 
potential violation;

let Copies of all relevant documents should be 
.attached to the report; and

tdt The signature of the person making the report. 
f3) Filing. A report by a priicre person should be sent 

to the Assistant Attorney General and Chief, Antitrust 
Division. Reports received later then 6 months after the act 
or occurrence believed to constitute a violation will not 
normally be investigated.

ttitxinexit Review Prnctdurt.
\[A.\\ The Attorney General is not authorized to give 

advisory opinions to private parties. Th<r Attwney Genfral 
will, however, respond to inquiries ;>o.->! private parti'ss n-ith 
respect to proposed business conduct under the 
circumstances and procedures set forth in these 
regulations.

(lj3.]]_A. Request. A request for a business review letter 
must be submitted in writing to the Assistant Attorney 
General and Chief, Antitrust Division.

[[C.]\_B± Proposed Business Conduct. The Attorney 
General will consider only requests with respect to proposed 
business conduct. Hypothetical problems will not be 
considered for review.

(10- Jl C. Applicability. A business reiiew letter may not 
have any application to any party which does not join in the 
request therefor.

[[E-l\ J>i Obligation of Requesting Party. The requesting 
parties are under an affirmative obligation to make full and 
true disclosure with respect to the business conduct for 
which review is requested. All parties requesting the review 

. letter must provide the Attorney General with whatever 
additional information or documents the Attorney General 
may thereafter request in order to review the matter. This 
additional information, if furnished orally, shall be 
promptly confirmed in writing* In connection with any 
request for review the Attorney General will also conduct 
whatever independent investigation he believes is 
appropriate.

i[F.}] E. Content of Request. Each request shall be 
accompanied by:

fl) All relevant data including background 
information; and

(2) Complete copies of all operatii-e documents and 
detailed statements of all collateral oral understandings, if 
any.

l(G.\\ F. Oral Clearance \'ot Binding. .Vo oral clearance, 
release, or other statement pu "porting to bind the 
enforcement discretion of the Attorney General may 6e 
given. The requesting party may nil\ upon a written 
business review letter signed by the Attorney General, 
Deputy Attorney General, or Assistant Attorney General 
and Chief of the Antitrust Division.

ItfMI^L Response by Attorney Generz!. After review of a 
request submitted htsreunder the A"orne'- General mav do 
the following:

fl) State his present enforcement intention with respect 
to the proposed business conduct:

SYMBOLCK-Y: Ita.'u-x indicate new matter (Sin^;-.- r-r.icki-ls| indiratt- ma HIM- strk-ki-n :r-.:n i-\i>tini; ruk-. 
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t2i Decline to pass on the request; or 
'3f Take another position or action that he considers 

appropriate.
It/. 11 H. Commitment of Attorney General. A business 

review letter shall recite the facts upon which it is issued, 
and shall state only the enforcement intention of the 
Attorney General with respect to the facts as recited. The 
•Attorney General remains completely free to bring whatever 
action or proceeding he subsequently comes to believe is 
required by the public interest as the result of a change in 
the late or a variance from the facts upon which the letter 
was based.

[[J.\\2_ Request May Be Withdrawn at Anytime. Any 
requesting party may withdraw a request for review at any 
time. The Attorney General remains free, however, to 
submit such comments to the requesting party as he deems 
appropriate. Failure to take action after receipt of 
documents or information whether submitted pursuant to 
this procedure or otherwise, does not in any way limit or 
estop the Attorney General from taking any action at any 
time thereafter that he deems appropriate.

H/C.J1 «/. Documents Retained. The Attorney General 
reserves~fhe right to retain documents submitted to him 
under this procedure or otherwise and to use them for all 
purposes • of enforcement of the Maryland Foreign 
Discriminatory Boycotts Act.
{{.07}]. 0£ Annual Report to General Axxembly.

A. The Attorney General shall report annually to the 
General Assembly on his enforcement of the Maryland 
Foreign Discriminatory Boycotts Act.

B. When Filed. The report shall be filed on or before the 
last day of December of each calendar year after January 1, 
1977.

C. Contents of Report. The Attorney General's Annual 
Report shall summarize his enforcement actions during the 
preceding calendar year, including all of the following:

(1) A statistical summary of complaints received, 
actions instituted, and other dispositions taken;

(2) A listing of all actions instituted;
(3) A listing of the substance of all Business Review 

Letters issued; and
(4i A listing of the substance of all complaints received 

for which a determination of no-action has been made.
D. Matters Not Reported. The Attorney General will not 

report upon complaints currently under investigation or 
upon which appropriate action has not been determined.

FRANCIS B. BURCH 
Attorney General

State Law Department
1M«L R. Doc. No. 77-100. Fitod January 12, 1977.1
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Mr. BURGH. I would point out, however, that I do believe—and this 
is not in my prepared statement—I do believe that subparagraph 2(a) 
(i) of the mandatory exemptions from regulation contained in your 
act must be clarified. The exemption granted for the importation of 
boycotted goods clearly should only apply where those goods are to. 
be reshipped by the U.S. person to the boycotting country. As pres 
ently drafted, however, the exemption would seem to swallow up a 
substantial portion of the proposed law and I'm sure that this is not 
your intention.

Senator PROXMIRE. Well, thank you very much. What specific evi 
dence is there, sir, first to support the argument that cargo traffic has 
been diverted to ports and States which do not have any boycott 
statutes? For example, what evidence is there that California port 
traffic has declined since the California boycott statute—or not only 
California, but Baltimore and New York and Boston or Chicago— 
on the basis of the information you have of these ports having lost 
business to ports in States which do not have boycott statutes?

Mr. BURGH. Senator, I would say that I believe you will have Mr. 
Halpin, of the Maryland Port Authority, who will be testifying later 
today, but I would say that on the basis of the suggestions that we 
have had with not only the custom brokers and shippers and the port 
authority representatives, that when the Maryland act was first en 
acted did not take effect until January 1 of this year, following 
regulations which we were directed to promulgate under the statute, 
there was according to the Maryland Port Authority and the cham 
ber of commerce and other shipping interests that there has been a 
significant dropoff in the amount of traffic because of the fear that's 
the interpretation that would be placed upon the Maryland act.

We think we have clarified it somewhat by the regulations that we 
have promulgated. However, of course, I believe that although the 
Port of Baltimore has, been hurt somewhat, the clarification of the 
regulations have alleviated some of the fears that existed, but we be 
lieve there has to be a uniform act throughout the United States and 
we think, as I said earlier, we are interested in human rights even 
more so than economic rights, and those human rights know no State 
borders. It doesn't make any difference whether it's Maryland or Cali 
fornia or New York or Louisiana. The human rights should be given 
the same consideration throughout the United States.

Senator PROXMIRE. How about the possibility that private enforce 
ment might raise a danger of unwarranted accusations, possibly politi 
cally motivated? Does the Maryland statute have a private right of 
action provision?

Mr. BURGH. Yes; they do. There is a private right of action pro 
vision.

Senator PROXMIRE. What's been the experience under that ?
Mr. BURGH. Well, we have had no experience because the act just 

took effect on January 1 of this year. So we don't have any indi 
cations of violations. But we have promulgated regulations which 
provide for a very comprehensive reporting system, not only with 
respect to various agencies throughout the State government but also 
we encourage those who have been the victim of the boycott to report 
those incidences to our office.

Senator PROXMIRE. How about in drafting this legislation or your 
observations of the debate when the legislation was drafted, was there
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any discussion, any concern with the possibility that private enforce 
ment might raise a danger of unwarranted accusation ?

Mr. BUECH. Quite frankly, we had 2 days of hearings on this sub 
ject and we had all segments of the industry, whether you talk about 
the Arab Chamber of Commerce, shipping industries, the custom 
brokers, the banks, and so on and so forth, and we really saw no'real 
fear insofar as the private enforcement rights were concerned.

Senator PROXMIRE. Does that mean there was no opposition by 
business groups?

Mr. BURCII. I can't recall any. It wasn't even mentioned. We thought 
it was rather interesting. But the important thing is that what all 
parties were looking for was some clarification as to exactly how the 
law——

Senator PROXMIRE. You said this was a good representative sweep 
of business representatives ?

Mr. BURCH. I would say it was 100 percent representation. I would 
say the two hearings that we had, we probably had something like 75 
people. We had groups representing I would say——

Senator PROXMIRE. Of course, when a State acts in this way there 
would be particular concern. We had opposition yesterday by some 
business groups who were concerned that we might lose jobs and busi 
ness and profits, but of course the effect on a State which decided to 
go the route that Maryland has would be more serious than it would 
be on the business people throughout the country if we have a national 
provision. And yet you say in your State the business community did 
not indicate that concern?

Mr. BURCH. They did not, sir. I would say your law is stronger than 
the Maryland law in what it purports to do, but I don't know whether 
the representatives of the State of New York will be testifying as 
to exemption, but I think the general concensus is certainly as to the 
six States that have the antidiscriminatory boycott rights that they 
believe rightfully so that the preemption and as strong a bill as pos 
sible is the thing that really must be enacted by the Congress in order 
to have uniformity throughout the country.

Senator PROXMIRE. Some of those who favor the preemption favor 
it only if the Federal statute is stronger than the State statute. In your 
judgment is S. 69 stronger than existing State statutes?

Mr. BURCH. I think it would except insofar as the right of enforce 
ment of private rights.

Senator PROXMIRE. In what specific way ?
Mr. BURCH. I don't know that the Federal act would preempt the 

State statute. So far as the right of the private person who's been 
harmed to institute an appropriate action because of a discriminatory 
boycott, but that would be a question we would have to study after we 
see the final legislation that was passed by the Congress.

Senator PROXMIRE. But are there specific ways in which the Fed 
eral statute would be stronger?

Mr. BURCH. Well, as I mentioned earlier, the question with respect 
insofar as the import permits and what not, the Congress of the United 
States would have the power to do that which the State of Maryland 
would not have because of the interstate law.

Senator PROXMIRE. That's enforcement we're talking about, the sub 
stance of the coverage of the bill.
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Mr. BURGH. We think that the basic bill as introduced, subject to 
the exemption exception that I mentioned earlier which I think should 
be looked at very carefully because I think it will cut out a good bit of 
the substance of the bill if the exemption is permitted to stand as set 
forward in the bills.

Senator PROXMIRE. The Maryland statute as I understand provides 
two particular provisions—No. 1, violation of the law to knowingly 
participate in a discriminatory boycott; and No. 2, to knowingly 
assist another to participate in the discriminatory boycott. I'm ad 
vised that's stronger than either S. 69 or S. 92.

Mr. BURGH. I think insofar as it provides for the nonaid or assist 
ing the boycott, it would be somewhat stronger than S. 69 or S. 92. I 
also, in reviewing the two bills, noted there's a difference in the lan 
guage. One of them is a provision that if they form a particular act 
with intention——

Senator PROXMIRE. Would you like to see the Federal law modified 
to provide this stronger Maryland language ?

Mr. BURGH. Yes, I would, because, again, I think then we have the 
question as to how far the Federal statute goes with respect to the 
whole question of aiding and assisting which in effect would mean 
that maybe the Maryland statute would not be 100 percent exempted. 
I think the only way is to have a uniform statute throughout the 
United States and a strong statute.

Senator PROXMIRE. Very good. Thank you, Mr. Burch, for excellent 
testimony. And I want to apologize for Senator Sarbanes. As you 
know, he's very interested in this legislation. He's a cosponsor of the 
Williams' bill, which I am too, and he was here yesterday and I'm sure 
he would like to be here to welcome you but couldn't be, and we will 
tell him you were here and did a fine job. Thank you very much.

Our next witnesses are a panel consisting of Mr. Robert McNeill, 
Emergency Committee for American Trade, executive vice chair 
man; Mr. Cecil J. Olmstead, Chamber of Commerce of the United 
States, Mr. L. A. Fox, National Association of Manufacturers; and 
Jack Carlson, I should say my old friend—it's good to have you.

I understand, gentlemen, that you have been made aware of the fact 
that we would appreciate it very, very much if you could condense 
your remarks to 5 minutes. We will be happy to accept your full state 
ment for the record. That will give Senator Williams and me an oppor 
tunity to question you.

First, Mr. McNeill.

STATEMENT OF ROBERT I. McNEILL, EXECUTIVE VICE CHAIRMAN, 
EMERGENCY COMMITTEE FOR AMERICAN TRADE, WASHINGTON, 
D.C., ACCOMPANIED BY RAYMOND GARCIA

Mr. McNEiLL. Thank you, Senator Proxmire. I have with me today 
Mr. Raymond Garcia who is ECAT's vice president. We are delighted 
to be here to testify on the legislation before this committee, S. 69 and 
S. 92. We are strongly supportive of that part of the bill extending the 
President's export control authority. We think it's necessary and desir 
able and that it would be of assistance to U.S. exporters.

We'd like to spend most of our time this morning discussing the for 
eign boycott provisions of S. 69 and S. 92. We believe that the time 
has come to establish a consistent national policy on foreign boycotts.



The enactment of the international boycott amendment to the tax code 
last year, the rising number of differing State statutes seeking to regu 
late antiboycott activities, the various U.S. Department of Commerce 
regulations for filing antiboycott reports, the proposed Justice Depart 
ment consent decree in the Bechtel case, and the introduction in the 
Congress of several antiboycott bills have created uncertainty as to 
what is or is not prohibited in our international trade.

In legislating a national policy on foreign boycotts, we recommend 
that antiboycott legislation deal with foreign boycotts as they are and 
not as some describe them to be. The Arab boycott of Israel is popu 
larly perceived as involving religious and racial discrimination. In 
fact, its purpose is essentially political and economic as is borne out 
in a study published last month by the Anti-Defamation League of 
B'nai B'rith. That study of ADL shows that there was basically no 
racial, religious or ethnic discrimination involved in the initial reports 
made available by the Department of Commerce. Nonetheless, dis 
crimination in any instance is abhorrent to us. We, therefore, strongly 
support those provisions in both S. 69 and S. 92 prohibiting discrimi 
nation or the furnishing of information of a discriminatory nature.

We also urge the Congress to take fully into account the timing of 
action on antiboycott legislation. The Middle East situation appears 
to be at a delicate point when the hopes for peace are high. This objec 
tive of peace seems to call for caution and consultation with American 
negotiators concerning the pace of the legislative process.

We further urge the Congress to consider the facts—all too well 
known to business—of the fierce competition in the world for markets. 
In 1975, the Arab States boycotting Israel bought $25.5 billion of goods 
from foreign sources. The United States supplied $4.4 billion, or 17.3 
percent of that total. Germany, France, the United Kingdom, Italy, 
and Japan were our most aggressive competitors. The United States 
has a huge stake in large-scale construction projects in the boycotting 
Arab States. They started about $8 billion in such projects in 1975, of 
which an estimated $1.4 billion will go to the United States. These 
figures are expected to grow substantially in the coming years, and 
could provide vital jobs for American workers, earnings for American 
firms, and foreign exchange to finance our imports. We should seek to 
accomplish the purpose of boycott legislation without sacrificing seg 
ments of this business to foreign competitors.

Our dependence on imports of Arab oil is great and is growing. In 
the first 9 months of 1976. U.S. crude oil imports climbed nearly 
30 percent to 5.2 million barrels a day. Arab oil made up 46 percent of 
this total, compared with 31 percent in 1975. Arab oil imports equaled 
14 percent of total U.S. oil demand for the first 9 months of 1976. 
Estimates are that Arab oil will represent approximately 55 percent of 
U.S. oil imports in 1980 and about 60 percent in 1985, which would 
represent 30 percent or more of total oil demand. Continued access to 
this Arab oil is vital to our economy. Again, we should seek to accom 
plish our purposes without adding to uncertainties about the supply 
and cost of oil.

I will now comment on provisions of the two bills before the com 
mittee, S. 69 and S. 92. Both contain essentially identical provisions. 
However, S. 92 differs from S. 69 in three major respects.

First, the intent language in section 4A(a) (1) has been omitted 
in S. 92.
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Second, negative certificates of origin are prohibited in S. 92.
And, third, allowance for compliance by an individual with the im 

migration or passport requirements of the boycotting country has been 
deleted in S. 92.

In general, we prefer the provisions of S. 69 over those of S. 92, and 
would like to offer the following recommendations for revising S. 69:

1. Section 4A(a) (1) should be revised by deleting the reference to 
taking actions and retaining in lieu thereof the agreeing to take lan 
guage of S. 92. Thus, section 4A(a) (1) would real in part: ". . . the 
President shall issue rules and regulations prohibiting any United 
States person from agreeing to take any of the following actions . . ."

This modification would bring the act into conformity and con 
sistency with the proscriptions and penalties of the antitrust laws 
and the Tax Reform Act of 1976, which prohibit or provide penalties 
for agreements or contracts, combinations, and conspiracies to further 
the boycott.

2. In general, we agree with the prohibitions spelled out in section 
4A(a) (1) (A) and (B) concerning refusals to deal. We recommend 
below a modification in the exceptions affecting these provisions.

We also agree with the prohibition in section 4A(a) (1) (C) involv 
ing discrimination.

I would like to interrupt here, Senator, to indicate that the following 
paragraph in my statement on page 5, beginning, "We prefer, how 
ever,'' is inaccurate and I would appreciate it if that would be deleted 
from the record.

We also strongly recommend that the word "other" be inserted be 
tween the words "any" and "person" in section 4A(a) (1) (E). Indi 
viduals should be permitted to furnish factual information on their 
own business activities. To deny them this freedom appears unjust. 
We support, however, prohibitions on any U.S. person from furnish 
ing business information about any other U.S. person.

3. The refusals to deal exceptions in 'both bills fail to take full 
account of the inability of private persons to export goods or services 
to or export them from any sovereign country in a manner contrary 
to that country's laws and requirements. An American tractor ex 
porter, for example, should be permitted to equip the tractor with a 
tire acceptable to the purchaser. We quite concur, however, that the 
company should no be permitted to agree to refuse to do business with 
the tire company in other transactions. The U.S. company's failure to 
assure the boycotting country that it is no providing goods or services
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prohibited entry by that country will most likely result in the boy 
cotting country's refusing to accept the whole shipment or confiscating 
it. In such a case, nobody benefits. The United States, however, loses 
jobs and exports. We strongly urge the committee to make appropri 
ate modifications in the exceptions to take account of this problem 
and we would be glad to recommend language to the committee.

4. We recommend that the committee reconsider the definition of 
U.S. person, deleting the references to foreign subsidiaries and 
affiliates. Limiting the reach of the bill to domestic concerns as was 
provided for in S. 3084, which was overwhelmingly passed by the Sen 
ate last year, in our judgment, is the preferable approach. It would 
avoid the possibility of putting overseas U.S. subsidiaries and affiliates 
in conflict with foreign laws or policies when they differ from those of 
the United States..

5. We also recommend that Federal legislation provide for specific 
preemption of State statutes that regulate involvement in foreign 
boycotts.

6. U.S. Department of Commerce boycott reporting requirement 
should be eliminated or reduced. They were initiated in 1965 to help 
the Government in assessing the impact that foreign boycotts had on 
the U.S. national interest and at a time when involvement in foreign 
boycotts was not prohibited. Now that certain kinds of involvement are 
prohibited, the reports should be discontinued. Doing so would not 
deprive the Government of information on boycott activities. The tax 
code has been amended to require taxpayers to report all such activi 
ties annually with their tax returns. The filing of separate reports, 
containing essentially similar information to two different agencies is 
redundant and costly. It could lead to higher prices or lower earnings, 
or both, with no compensating increase in benefits to the Goverment.

7. Both S. 69 and S. 92 provide the effective date of the act and regu 
lations thereunder is to 'be no later than 90 days after enactment or in 
some cases 90 days after the rules and regulations become effective. We 
recommend that this provision be modified, so that the effective date of 
application of the act to existing contracts would be January 1, 1978. 
This revision would bring the act into conformity with the Interna 
tional Boycott provisions (section 105(a) (2)) of the Tax Eeform Act 
of 1976.

Mr. Chairman, I thank you very much for having me here.
Senator PROXMIRE. Thank you, Mr. McNeill.
[The complete statement follows:]
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TESTIMONY OF ROBERT L. McNEILL, ON BEHALF OF
THE EMERGENCY COMMITTEE FOR AMERICAN TRADE

BEFORE THE INTERNATIONAL FINANCE SUBCOMMITTEE
OF THE SENATE COMMITTEE ON BANKING, HOUSING AND

URBAN AFFAIRS ON S. 69 and S. 92

February 22, 1977

Mr. Chairman, I am delighted to be here to testify on behalf of the 

Emergency Committee for American Trade. ECAT, as our committee is 

called, is composed of the leaders of 64 of the country's largest firms and 

banks engaged in worldwide trade and investment. We thank you for giving 

us the opportunity to state our views on bills to renew the President's 

authority to control U.S. exports and to expand his power to take action 

against foreign boycotts.

We support renewing the President's export control authority. The 

changes proposed in the bills before this committee for administering the 

export control system appear wise and should be helpful to U.S. exporters.

We should like to devote the balance of our testimony to discussing 

the foreign boycott provisions. They touch on vital matters. ECAT members 

have carefully studied the provisions and have agreed on a statement of 

policy on antiboycott legislation, whicKUs appended to our testimony.

ECAT believes the time has come to establish a consistent national 

policy on foreign boycotts. The enactment of the international boycott 

amendment to the tax code last year, the rising number of differing state 

statutes seeking to regulate antiboycott activities, the various U.S. Depart 

ment of Commerce regulations for filing antiboycott reports, the proposed 

Justice Department consent decree in the Bechtel case, and the introduction
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in the Congress of several antiboycott bills have created uncertainty as 

to what is or is not prohibited in our international trade.

In legislating a national policy on foreign boycotts, we recommend 

that antiboycott legislation deal with foreign boycotts as they are and not 

as some describe them to be. The Arab boycott of Israel is popularly 

perceived as involving religious and racial discrimination. In fact, its 

purpose is essentially political and economic as is borne out in a study 

published last month by the Anti-Defamation League of B'nai B'rith. ADL's 

study analyzed 836 Arab boycott request reports filed with the U.S. 

Commerce Department and found that:

"Boycott requests involving religious discrimination 
were rare -- appearing on three of 836 reports, or less 
than one-half of 1 percent. "

"In each of the three cases, which originated in Saudi 
Arabia, the discrimination took the form of a boycott- 
related request that a hexagonal or six-pointed star 
not appear on the goods or packages to be shipped to 
the Saudi importer. "

The study adds:

"None of the reports examined contained requests for 
information concerning ownership or control of the 
exporting firm by persons of the Jewish faith, the 
presence of Jews on its board of directors. None of 
the reports, likewise, inquired whether the reporting 
firm used the goods and/or services of a Jewish sub 
contractor, and there were no reports involving 
requests that a firm not send persons of a particular 
religion to the Arab country where services were to 
be performed. "

Nonetheless, discrimination in any instance is abhorrent to us. We, 

therefore, strongly support those provisions in both S. 69 and S.92 prohibit 

ing discrimination or the furnishing of information of a discriminatory
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nature.

We should, however, be clear as to what can and cannot be accomp 

lished by legislation. In introducing S. 69 on January 10, you noted, Senator 

Stevenson, that the Arab boycott of Israel "will be ended only when there 

is permanent peace in the Middle East," and that "just as we seek to 

protect American sovereignty, we should also avoid interference with the 

sovereignty of others. " We agree and hope that these thoughts will be kept 

in mind as the Congress considers the bills before it.

We also urge the Congress to take fully into account the timing of 

action on antiboycott legislation. The Middle East situation appears to be 

at a delicate point when the hopes for peace are high. This objective of 

peace seems to call for caution and consultation with American negotiators 

concerning the pace of the legislative process.

We further urge the Congress to consider the facts -- all too well 

known to business — of the fierce competition in the world for markets. 

In 1975, the Arab states boycotting Israel bought $25.5 billion of goods 

from foreign sources. The United States supplied $4.4 billion, or 17.3 

percent of that total. Germany, France, the United Kingdom, Italy and 

Japan were our most aggressive competitors. The U.S. has a huge stake 

in large-scale construction projects in the boycotting Arab states. They 

started about $8 billion in such projects in 1975, of which an estimated 

$1.4 billion will go to the United States. These figures are expected to 

grow substantially in the coming years, and could provide vital jobs for 

American workers, earnings for American firms, and foreign exchange to 

finance our imports. We should seek to accomplish the purpose of boycott
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legislation without sacrificing segments of this business to foreign competi 

tors.

Our dependence on imports of Arab oil is great and is growing. In 

the first nine months of 1976, U.S. crude oil imports climbed nearly 30 

percent to 5. 2 million barrels a day. Arab oil made up 46 percent of this 

total, compared with 31 percent in 1975. Arab oil imports equalled 14 

percent of total U.S. oil demand for the first nine months of 1976. Estimates 

are that Arab oil will represent approximately 55 percent of U.S. oil 

imports in 1980 and about 60 percent in 1985, which would represent 30 

percent or more of total oil demand. Continued access to this Arab oil 

is vital to our economy. Again, we should seek to accomplish our purposes 

without adding to uncertainties about the supply and cost of oil.

I now will comment on provisions of the two bills before the 

committee, S. 69 and S. 92. Both contain essentially identical provisions. 

However, S. 92 differs from S. 69 in three major respects.

First, the "intent" language in Section 4A. (a)(l) has been omitted 

inS.92.

Second, negative certificates of origin are prohibited in S. 92.

And, third, allowance for compliance by an individual with the 

immigration or passport requirements of the boycotting country has been 

deleted in S. 92.

In general, we prefer the provisions of S. 69 over those of S. 92, 

and would like to offer the following recommendations for revising S. 69:

1. Section 4A. (a)(l) should be revised by deleting the reference to
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"taking" actions and retaining in lieu thereof the "agreeing to take" 

language of S. 92. Thus, Section 4A. (a)(l) would read in part:

".. .the President shall issue rules and regulations 
prohibiting any United States person from agreeing 
to take any of the following actions... "

This modification would bring the Act into conformity and consist 

ency with the proscriptions and penalties of the antitrust laws and the 

Tax Reform Act of 1976, which prohibit or provide penalties for agree 

ments or contracts, combinations and conspiracies to further the boycott.

2. In general, we agree with the prohibitions spelled out in 

Section 4A. (a)(l)(A) and (B) concerning "refusals to deal. " We recom 

mend below a modification in the exceptions affecting these provisions.

We also agree with the prohibition in Section 4A. (a)(l)(C) involving 

discrimination.

We prefer, however, the language in Section 4A. (a)(l)(D) of S. 92 

over the comparable provision in S. 69. S. 92 would permit individuals to 

furnish information on their own race, religion, nationality, or national 

origin if they chose to do so, say in applying for a visa, but prohibit the 

furnishing of such information for any other U.S. person.

We also strongly recommend that the word "other" be inserted 

between the words "any" and "person" in Section 4A. (a)(l)(E). Individuals 

should be permitted to furnish factual information on their own business 

activities. To deny them this freedom appears unjust. We support, however, 

prohibitions on any U.S. person from furnishing business information about 

any other U.S. person.
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3. The "refusals to deal" exceptions in both bills fail to take full 

account of the inability of private persons to export goods or services to 

or export them from any sovereign country in a manner contrary to that 

country's laws and requirements. An American tractor exporter, for 

example, should be permitted to equip the tractor with a tire acceptable 

to the purchaser. We quite concur, however, that the company should 

not be permitted to agree to refuse to do business with the tire company in 

other transactions. The U.S. company's failure to assure the boycotting 

country that it is not providing goods or services prohibited entry by that 

country will most likely result in the boycotting country's refusing to 

accept the whole shipment or confiscating it. In such a case, nobody 

benefits. The U.S., however, loses jobs and exports. We strongly urge 

the committee to make appropriate modifications in the exceptions to take 

account of this problem and we would be glad to recommend language to 

the committee.

4. We recommend that the committee reconsider the definition of 

"United States person," deleting the references to foreign subsidiaries and 

affiliates. Limiting the reach of the bill to "domestic concerns" as was 

provided for in S. 3084, which was overwhelmingly passed by the Senate 

last year, in our judgment, is the preferable approach. It would avoid the 

possibility of putting overseas United States subsidiaries and affiliates in 

conflict with foreign laws or policies when they differ from those of the 

United States.

5. We also recommend that federal legislation provide for specific 

preemption of state statutes that regulate involvement in foreign boycotts.
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At least six states -- California, Illinois, Maryland, Massachusetts, New 

York, and Ohio -- have recently enacted legislation prohibiting certain 

kinds of boycott-related activity. Other states are considering similar 

legislation. The power to control foreign commerce and international 

relations is a federal responsibility and the United States must speak with 

one voice in such matters.

6. U.S. Department of Commerce boycott reporting requirements 

should be eliminated or reduced. They were initiated in 1965 to help the 

government in assessing the impact that foreign boycotts had on the U.S. 

national interest and at a time when involvement in foreign boycotts was 

not prohibited. Now that certain kinds of involvement are prohibited, the 

reports should be discontinued. Doing so would not deprive the government 

of information on boycott activities. The tax code has been amended to 

require taxpayers to report all such activities annually with their tax 

returns. The filing of separate reports, containing essentially similar 

information, to two different agencies is redundant and costly. It could 

lead to higher prices or lower earnings, or both, with no compensating

increase in benefits to the government.

7. Both S. 69 and S. 92 provide that the effective date of the Act and

regulations thereunder is to be no later than 90 days after enactment or in 

some cases 90 days after the rules and regulations become effective. We 

recommend that this provision be modified, so that the effective date of 

application of the Act to existing contracts would be January 1, 1978. This 

revision would bring the Act into conformity with the International Boycott 

provisions (Section 105 (a)(2))of the Tax Reform Act of 1976.

Mr. Chairman-and members of the committee, thank you for having 

me here. I welcome any questions.
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APPENDIX

Emergency Committee for American Trade 1211 Connecticut Ave Washington oc 20036 (202)659-5147/730 Fifth Ave NYC 10019 (212)541-<CMO

ECAT STATEMENT OF POLICY ON ANTI-BOYCOTT LEGISLATION 

Int roduc tion

Since 1965, the United States has declared a policy of opposition to restric 
tive trade practices or boycotts fostered by foreign countries against other 
countries friendly to the United States. The Export Administration Act of 
1969 (as amended) and its predecessor, the Export Control Act, which ar 
ticulates this policy, encourages and requests domestic exporters to refuse 
to take any action, including the furnishing of information or the signing of 
agreements, which has the effect of furthering or supporting foreign boycotts 
or restrictive trade practices.

The policy has been implemented by U. S. Department of Commerce regu 
lations. They prohibit U. S. exporters from discriminating against U. S. 
citizens on the basis of race, color, religion, sex, or national origin, pur 
suant to boycott requests. They also require exporters to report receipt 
of boycott-related requests to the Department of Commerce and to state 
whether and how they have responded to such requests. Since October 6, 
1976, parts of the reports have been made available to the public.

The 94th Congress further strengthened United States action against foreign 
boycotts. It enacted an international boycott amendment to the Tax Reform 
Act of 1976 that deprives U. S. taxpayers of foreign tax credits, tax "deferral" 
and DISC benefits, if they agree to "participate in or cooperate with" an in 
ternational boycott. The amendment also requires U. S. taxpayers to report 
compliance actions to the Internal Revenue Service and provides criminal 
sanctions for willful failure to report.

In addition to federal legislation, at least six states — California, Illinois, 
Maryland, Massachusetts, New York, and Ohio--have recently enacted leg 
islation prohibiting certain kinds of boycott-related activity. Other states 
are considering similar legislation.

Some segments of the American public and their elected representatives are 
of the opinion that the current array of laws and regulations to protect Amer 
icans against involvement in foreign boycotts are not fully effective. Others 
believe that the U. S. response deals sufficiently with the problem. The fun 
damental question of this debate is to what extent the administration of Arab 
economic Laws will be permitted to affect the traditional freedom of American 
citizens and enterprises to choose without compulsion the persons with whom 
and the localities where they do business. The 95th Congress will seek an 
answer to this question when it considers the renewal of the Export Admini 
stration Act. The following is a statement of the position of the Emergency 
Committee for American Trade on this issue.

85-654 O - 77 - 21
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Statement of ECAT Policy

ECAT firmly believes that all segments of our society tend to benefit from 
a policy of the freest international exchange of goods, services and capital. 
Boycotts and restrictive trade practices distort economic growth and inhibit 
employment. ECAT, therefore, supports legislation that serves to promote 
and expand U. S. international commerce and domestic employment oppor 
tunities and opposes legislation that does otherwise.

ECAT recognizes, however, that all nations, including our own, do not nec 
essarily always accept or pursue these objectives and that they possess the 
right and the power to control the import and export of goods and services, 
to and from their territories in their national interests. Any legislation to 
be effective must recognize the fundamental principle of international law 
that each sovereign nation may regulate its trade with other nations and de 
termine who may do business within its territory.

ECAT believes the time has come to establish a consistent national policy 
towards foreign boycotts. The enactment of the international boycott amend 
ment to the tax code, the rising number of differing state statutes seeking to 
regulate anti-boycott activities, the new U. S. Department of Commerce reg 
ulations for filing anti-boycott reports, and the introduction in the Congress 
of various bills to tighten anti-boycott statutes are compounding a confused 
situation over what is or is not prohibited in international trade. Interpre 
tations of the meaning of these statutes and regulations are being contested. 
Valuable business and employment opportunities for American firms and 
workers are in danger of being lost until a consistent anti-boycott policy is 
set. ECAT believes that this policy should include the following elements:

1. It should be illegal for a U, S. person (individual, firm, or corporation) 
to enter into any agreement that stipulates, as a condition for doing busi~ 
ness with or in a foreign country, to:

(a) discriminate against any U. S. individual on the basis of race, re 
ligion, creed, color or national origin;

(b) furnish information on any U. S. individual's race, religion, creed, 
color or national origin;

(c) furnish information on another U. S. person's business relationships;

(d) refuse to do business with any U. S. person; and

(e) refuse to do business with or in any other foreign country.-

2. Recognition should be given to the sovereign rights of a country to:

- refuse to deal with other nations;

- control its imports and exports of goods and services from and to 
any source;
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- regulate the admission of people into its territory; and

- admit or exclude any ships intending to call at its ports.

As a consequence, U. S. persons should be allowed to abide by the laws 
and regulations of foreign countries with respect to business transactions 
in or with those countries; provided, however, that the sovereign right 
of countries to regulate entry and exit of goods, services, capital and 
people should not in any way be permitted to dictate or even influence 
what U.S. persons do in any other circumstance or with respect to any 
other transaction. U. S. traders should be permitted to provide appro 
priate documentation required by foreign countries to control their im 
ports and exports, including certifications regarding the origin, desti 
nation, shipment and insurance of goods and services.

3. There should be no extra-territoriality, i.e. U. S. policy should not 
attempt to regulate the actions of foreign firms owned or controlled by 
U.S. companies. This avoids the possibility of putting overseas U.S. 
subsidiaries and affiliates in conflict with foreign laws or-policies when 
they differ from those of the United States.

4. Federal policy should provide for specific preemption of state statutes 
that regulate involvement in foreign boycotts. The power to control for 
eign commerce and international relations is a federal responsibility and 
the United States must speak with one voice in such matters.

5. U.S. Department of Commerce boycott reporting requirements should 
be eliminated or reduced. They were initiated in 1965 to help the gov 
ernment in assessing the impact that foreign boycotts had on the U. S. 
national interest and at a time when involvement in foreign boycotts was 
not prohibited. Now that certain kinds of involvement are prohibited, 
the reports should be discontinued. Doing so would not deprive the gov 
ernment of information on boycott activities. The tax code has been 
amended to require taxpayers to report all such activities annually with 
their tax returns. The filing of separate reports, containing essentially 
similar information, to two different agencies is redundant and costly. 
It could lead to higher prices or lower earnings, or both, with no com 
pensating increase in benefits to the government.

In calling for a consistent U. S, policy on foreign boycotts, ECAT urges our 
government to consider the facts--all too well known to business—of the 
fierce competition in the world for foreign markets and of how limited is 
the power of withholding American goods in forcing nations to come to terms 
with American wishes. We strongly recommend against hasty action. The 
surest way to end boycotts is to bring peace among the belligerents. We urge 
the Congress, in considering renewal of the Export Administration Act, to 
take fully into account the impact that unduly harsh foreign boycotts legisla 
tion might have on that objective and, particularly, on achieving a satisfac 
tory solution to the situation in the Middle East.

February 1977
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Senator PROXMIKE. Our next witness is Mr. Jack Carlson of the 
Chamber of Commerce.

STATEMENT OF JACK CARLSON, CHAMBER OF COMMERCE OF THE 
UNITED STATES, ACCOMPANIED BY JOHN BREWER

Mr. CARLSON. Senator Proxmire and Senator Williams, it's a pleas 
ure to be here. I'm pleased to have with me John Brewer, the Chamber's 
Associate Director for Near East and South Asian Affairs.

[Complete statement follows:]

STATEMENT
on 

EXPORT ADMINISTRATION ACT EXTENSION (S. 69 & S. 92)
before the 

SUBCOMMITTEE ON INTERNATIONAL FINANCE
of the 

SENATE BANKING, HOUSING AND URBAN AFFAIRS COMMITTEE
for the 

CHAMBER OF COMMERCE OF THE UNITED STATES
by 

Jack Carlson

I am Jack Carlson, vice president and chief economist of the Chamber 

of Commerce of the United States on whose behalf I am appearing today. 

Accompanying me is John V.E. Brewer, the Chamber's Associate Director for 

Near East and South Asian Affairs.

We appreciate this opportunity to discuss issues relating to extension 

of the Export Administration Act of 1969 (as amended) as embodied in S. 69 and 

S. 92. While we, on balance, oppose those bills in current form, they nonethe 

less have several important and valuable provisions worthy of serious consideration.

The challenges facing the Chamber's varied membership of over 60,000 

business firms, 2,600 local, regional and state chambers of commerce, 1,100 trade 

associations and 41 American chambers of commerce abroad, have made it acutely 

aware of the need for better understanding of, and policy planning in relation 

to, the interdependency of nations. Clearly, a nation's export policy, including 

the use of export controls, is an important part of that policy development process.

The policies which we develop in response to domestic supply shortages, 

foreign relations issues and in connection with foreign boycotts have obvious 

international implications. Events of the past two years relating to petroleum 

price increases and threats of cartelization in other basic commodities have 

lent urgency to the need for an enlightened and flexible attitude on the part 

of Western governments. Restrictive unilateral policies aimed at gaining 

short-term political or economic advantages will be self-defeating in the long 

run. Thus, it is important to frame the appropriate approaches to such difficult 

issues in as cooperative and enlightened a manner as possible. In this spirit, 

we submit the following comments on extension of the Export Administration Act 

and related Issues.
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ADMINISTRATION OF EXPORT CONTROLS

Lack of Policy Direction

A recent GAO study criticized the implementation of export control 

policy as a "continuous series of £id_ hoc decisions and fragmented considerations. 

The GAO noted:

"...an absence of agreement on criteria and standards for 
determining which goods and technology should be controlled 
and whether foreign policy, commercial, or defense consider 
ations should dominate export control policy. (The GAO) 
concluded that lack of agreement reflects fundamental inter- 
agency and international differences regarding licensing 
standards and procedures to be followed in controlling 
exports."

It is understandable that there should be differences of opinion 

in the administration of export controls as to what the correct policy posture 

should be, especially in relation to trade with communist countries. Those 

administering the export control program work under a law, the Export 

Administration Act, which both restricts and encourages the export of American 

goods. They are also confronted with those provisions of the Trade Act of 

1974 which place additional restrictions on our trade relations with communist 

countries.

This lack of policy direction is not unique to the export control 

process. Generally, the government is inadequately organized to conduct a 

coherent international economic policy. The problems inherent in the export 

control process are those more largely reflected in the conduct of U.S. 

international economic policy: poor interdepartmental coordination and lack 

of clear focus on objectives, resulting often in tentative and ineffective 

Implementation. Although restructuring the government's approach to inter 

national economic policy is beyond ( the scope of this Committee's consideration 

of the Export Administration Act, it is, nonetheless, important to understand 

that difficulties stemming from unclear policy guidelines in the export 

control area are symptomatic of a larger, more serious problem.

Short of addressing that overall problem, the Committee should consider 

particularly the issue of delays in obtaining export licences.

*The Government's Role in East-West Trade - Problems and Issues, 

General Accounting Office, Washington, D.C., (February 4, 1976).
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The most common complaint of National Chamber members about the export 

control process is the delay in issuing export licenses, especially on high 

technology products for export to communist countries. The delays have 

continued to increase over the past five years and represent a critical problem

for American international business. When it is unclear how long it will
»

take to receive an export license, businesses, especially smaller companies, 

have serious planning and motivational problems relating to their sales force, 

their production people and their customers — not to mention penalties for late 

deliveries and cancellation of orders. U.S. firms are at a definite disadvantage 

in comparison to their competitors in Western Europe and Japan who are able to 

obtain licensing decisions in a more timely and effective manner. In a number 

of high technology areas, buyers do not even consider U.S. products because 

of the uncertainties of our licensing process.

When the Congress last extended the Export Administration Act in 1974, 

the Act was amended so that all applicants whose license applications took 

longer than 90 days to process would be informed of the reason for delay 

and when a decision might be reached. The unfortunate result has been the 

collection, by many of our members, of what have come to be known as "90-day 

notices."

In early 1976, the Commerce Department initiated special steps to 

reduce the frequent and lengthy delays in the processing of export license 

applications. Although we applaud these efforts, there will still be 

indecision and tentative implementation unless strong policy assertion comes 

from the Congress.

In this connection, Section 106 of S. 69 and S. 92 make several 

desirable improvements in the legislative basis for this process. For 

example, any license not acted on in the 90-day period would be presumed 

approved unless the applicant were notified in writing that additional time 

was required and the reason why such additional time would be necessary. 

If negative considerations had been raised in regard to the license, the 

applicant would have an opportunity to respond to them prior to final action 

by the Secretary of Commerce. Such requirements could create a greater 

degree of responsiveness and responsibility than has been apparent heretofore 

in the export license process.
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Section 106 would also amend Section 4(g) of the Export Administration 

Act to provide that an applicant for an export license be informed in writing 

of the specific statutory basis for the denial of any application. However, 

as presently phrased, it could result in having the Commerce Department merely 

identify which of the basic criteria under the Export Administration Act 

was being used to control the export in question. The criterion, more likely 

than not, would be the national security consideration. Such an amendment 

would be of much greater use if it were phrased to require an explanation 

of the reason, rather than the statutory basis, for a license denial.

FOREIGN BOYCOTTS

Statement of the Issue

The state of hostilities which has existed between Israel and various 

Arab countries since 1948 has extended to the implementation, by both 

opposing parties, of policies designed to injure their enemy economically. 

The principal policies adopted by the Arab countries to wage economic 

warfare are known as the "Arab Boycott."

The development of more extensive U.S. commercial relations with the 

Arab world has caused increasing concern about the effect of the "Arab 

Boycott" on American citizens and companies. While the means and implementation 

of this boycott have varied over time and among the participants, it is, 

nonetheless, clear that Arab countries, by law and regulation, have forbidden 

their own nationals and persons within their territories from trading with 

Israel. The Arab countries, in addition, have established "blacklists" 

of foreign companies which are either controlled by Israelis or are perceived 

as aiding Israel. While the criteria applied and the grounds for inclusion 

of a firm on those lists are uncertain, such decisions represent, in any 

case, implementation of the policies and regulations which individual Arab 

countries, in the exercise of their national sovereignty, apply to imports 

of products and services into their territories. In this connection, they 

have generally prohibited the import of Israel-sourced goods and services 

as well as those of most blacklisted firms.

Additionally, there have been reports that the Arab countries have 

sought to cause firms which desire to sell goods and services there to agree, 

as a condition of sale, not to do business outside those countries with 

firms on the blacklist. Apart from the fact that behavior resulting in cutting
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off any business firm from groups of suppliers or customers would be 

against that firm's interests, it would be against both U.S. law and 

American business practice to acquiesce in demands, domestic or foreign, to 

discriminate generally against other U.S. firms or against any particular 

group of U.S. citizens.

The fundamental question of the boycott debate is how to protect 

U.S. citizens and companies from discrimination without compelling American 
firms to violate the laws and regulations of certain Arab countries respecting 

the movement of goods and services to and from those countries.

Policy Issues and Chamber Positions

The National Chamber supports the freest international movement of 

goods, services, and capital. We oppose boycotts, domestic or foreign, 

because they impede normal commercial trade based upon economic considerations. 

To that end, the Chamber supports legislation which would eliminate or reduce 

any restrictive trade practices impeding the freest flow of international 

trade. Experience shows, however, that such legislation is effective 

in the international context only if it recognizes that other nations have the 

right and possess the power to apply their policy and law with respect to 

persons and conduct within their jurisdictions, including the prescribing 

of regulations on the import and export of goods and services to and from 

their territories.

In this context, we note that the two major bills under 

consideration, S. 69 and S. 92, if enacted, could be either potentially 

ineffective or harmful because, in some respects, they do not fully recognize 
the rights and power of other nations.

The National Chamber has carefully considered the various issues 

arising from the effects of the boycott on United States citizens and 

companies. (It is clear that full resolution of this issue depends on the 

elimination of its basis: the Arab-Israeli conflict. Such a resolution, 

of course, would most probably result from diplomatic and other considerations 

which are beyond the scope and effect of this legislation.) Nonetheless, 

the Chamber has developed a set of principles against which the behavior 

of U.S. citizens and companies should be judged. These principles define 

objectives which should be embodied in any U.S. law on this subject. It is 

our impression that most, if not all, of these objectives can be achieved through 

existing law and regulation.
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(1) U.S. persons should not discriminate against other U.S. persons 

on the basis of race, color, religion, sex, or national origin, pursuant to 

a boycott-related request. This policy, already embodied in civil rights 

legislation, is applicable to discrimination resulting from a boycott-related 

request where the conduct resulting in such discrimination is subject to U.S. 

jurisdiction. Both S. 69 and S. 92 would prohibit American firms from re 

fraining to employ a person on the basis of race, religion, nationality, or 

national origin. While such a prohibition is desirable and generally embodied 

in current law, it should not infringe on the right of a corporation to require 

that an applicant for employment fulfill certain requirements—including being 

able to meet the immigration or other requirements of a country where the 

employment opportunity exists.

(2) U_!_S' persons should not furnish information regarding another 

IKS, persons's race, color, religion, sex, or national origin^pursuant to a 

boycqtt-related re que s t. Adequate statutory authority exists to enforce this 

policy and Commerce Department regulations respecting foreign boycotts prohibit 

the furnishing of this kind of information.

(3) U.S. persons should not agree to refrain from doing business with 

or in the boycotted country as a condition of djjing business in a boycotting 

country. Any attempt by a boycotting country to compel persons outside its 

jurisdiction to modify their conduct in regard to a boycotted country should 

be opposed. U.S. persons should be free to trade with the boycotted country, 

as they wish, outside the territory of the boycotting country. In this connection, 

the fact that a company has not found profitable business opportunities in the 

boycotted country, however, should not lead to the conclusion that the company 

is participating in the boycott. Thus, the absence of a business relationship 

between a U.S. company and the boycotted country should not be taken to imply 

participation in the boycott.

(4) U.S. persons should not agree to refrain from doing businesg

generally with other U.S. persons as a condition of doing business in a boycotting- 

cpuntry. An established principle of both U.S. law and business practice is for 

firms not to discriminate against any potential group of employees, customers, or 

suppliers. Such discrimination is not at issue here. However, Section 201(a) 

of S. 69 and S. 92 would amend Section 4(a) of the Export Administration Act to 

prohibit American firms from "refraining to do business with any person."
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The approach taken by these two bills presents a practical difficulty in 

defining "refraining to do business." While both bills note that the absence 

of a business relationship would not, in itself, constitute violation of the 

law, they are not appreciably more specific than that in defining a refusal- 

to-deal. S. 69, for example, implies that the absence of a business relation 

ship, if it were caused by intent to further or comply with a boycott of a 

country friendly to the United States, would violate Section 201(a). S. 92 

is even less explicit, raising a possibility that a firm could be in violation 

of the law merely because of an alleged pattern of its supply or sales 

arrangements — arrangements totally unrelated to boycott matters. For this 

reason, if there is to be additional law in this area, it should concentrate 

on "agreements" to refrain from doing business. In this manner, the law would 

take on a meaning and dimension that is not present in either S. 69 or S. 92.

(5) Commerce Department Reporting Requirements: Exporters and related, 

service organizations are required to report the receipt of requests for 

actions, including the furnishing of information or the signing of an agreement, 

which has the effect of furthering or supporting a boycott or restrictive 

trade practice and whether and how they have responded to such a request. If 

this reporting system is continued, the reports should give the reporting firm 

full opportunity to state the nature of its conduct. These reports should be 

made public only when the company is charged with violation of the regulations. 

In no cases, should proprietary or business confidential information be made 

public.

(6) Federal Preemption of State Law: The increasing tendency of 

State governments to pass differing statutes is disturbing. At least five 

states have passed such laws, and two other states have them under active 

consideration. Under the Constitution, the regulation of foreign commerce 

is expressly the responsiblity of the Federal Government. This should be made 

clear to the states.

(7) Territorial Application of the Law: Both S. 69 and S. 92 would 

apply to subsidiaries and affiliates of American companies, even though they 

were incorporated under foreign law. Such subsidiaries or affiliates would 

often have to make a choice between violating the law of the country where it 

is based and does business—or violating the law of the country where its 

parent company is based. It is neither practical nor good policy to legislate
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such a situation. Bather, United States law and regulation respecting foreign 

boycotts should apply to conduct within the United States.

(8) Recognition of Sovereign Power of Foreign Coutnries JJithin Their 

Jurisdictions: United States law and regulation respecting foreign boycotts 

should take into account that it cannot affect the right of other countries 

(a) to refuse to deal with another nation; (b) to accept or exclude goods and 

services from any source; (c) to regulate admission of people into its territory; 

and (d) to 'admit or exclude any ships intending to call at its ports.

NUCLEAR EXPORTS

The proliferation of nuclear weapons represents one of the greatest 

dangers facing mankind. The development of nuclear power sources has great 

potential for supplying the United States and other countries with reliable 

and economic energy. The trade-off between these two issues is a subtle and 

delicate one. Title III of S. 69 (and Title III of S. 92) appear to offer two 

differing approaches: Section 301 sets out certain elements which would be 

required in nuclear export agreements. Section 302 urges an international 

agreement in this area, \

As the United States is not the only major exporter of nuclear 

material, unilateral enactment of the conditions for agreement at the same time 

an international agreement is being sought does not appear to be the most 

productive or conciliatory approach internationally. We are not even convinced 

that this subject is one that should be considered in the context of the Export 

Administration Act. However, should the Congress decide such consideration is 

desirable, we urge that the approach suggested in Section 302—mandating the 

President to seek an international agreement—be given more emphasis than the 

approach described in Section 301.
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Mr. CARLSON. I might just add, Mr. Chairman, that Senator Steven 
son indicated that the consideration of nuclear exports should be 
eliminated from these bills. At this time we concur in his judgment 
on that. We think that appropriately this issue should be relegated to 
diplomatic initiatives.

Thank you, Mr. Chairman.
Senator PROXMIRE. Thank you very much.
Our next witness is Mr. Fox.

STATEMENT OF L. A. FOX, NATIONAL ASSOCIATION OF 
MANUFACTUEEES

Mr. Fox. Thank you, Senator ProKmire and Senator Williams.
I'm Lawrence A. Fox, vice president for International Economic 

Affairs in the National Association of Manufacturers. I'm presenting 
the testimony this morning for Mr. William Wearly, chairman and 
chief executive officer of the Ingersoll-Rand Co. and chairman of 
NAM's International Economic Affairs Committee. Company business 
has unavoidably made it impossible for Mr. Wearly to be here this 
morning. Mr. Wearly has asked me specifically to tell you that he 
would be happy to appear before the committee at some other time 
should you wish him to do so.

With your permission, Mr. Chairman, I will not read Mr. Wearly's 
statement but will simply summarize its major points. I would ask, 
however, that the full statement be printed in the record.

Senator PROXMIRE. Without objection, that will be done.
[The complete statement follows:]
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Testimony of the 
. National Association of Manufacturers

before the 
Subcommittee on International Finance

of the 
Senate Committee on Banking, Housing and Urban Affairs

on S. 69 and S. 92
Bills to Amend and Extend the Export Administration Act 

February 22, 1977

Mr. Chairman and Members of the Subcommittee, I am William L. Wearly, 

Chairman and Chief Executive Officer of the Ingersoll-Rand Company. I am 

testifying today on behalf of the National Association of Manufacturers as 

Chairman of NAM's International Economic Affairs Committee.

The National Association of Manufacturers is a voluntary, non-profit 

organization of over 13,000 companies, large and small, located in every state 

of the Union. As the representative of firms which'account for nearly 85% of 

American manufactured goods and the employment of approximately 15 million 

persons, the NAM is concerned that a proper balance be struck which maintains 

adequate export control authority to meet national security and other emergency 

public policy needs, while assuring American industry equitable conditions in 

competing for sales in the world market. Accordingly, we support the extension 

of the Export Administration Act of 1969 to continue current export control 

authority. We believe that proposed changes to the Act concerning foreign boy 

cotts are largely unnecessary and could prove counter-productive to negotiation 

of a longer-term diplomatic solution of the Middle East political conflict. 

Therefore, we oppose the provisions of Title II of the bills under consideration. 

If changes are to be made in the Act's foreign boycott section, we would urge 

modification on the basis of a statement of principles as outlined in this testimony. 

Export Administration Act: Background

The Export Administration Act of 1969 expired on September 30, 1976, although 

its principal programs have been continued since that time by Executive Order.
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This statute authorized the President to curtail or prohibit exports from 

the United States of any articles, materials or supplies on national security 

grounds, for foreign policy reasons, or because of conditions of domestic short 

supply. Under the Act, as amended and extended by the Equal Opportunity Act 

of 1972 and the Export Administration Amendments of 1974, export controls have 

from time to time been instituted for all three of these reasons. Controls have 

been placed on militarily sensitive products and technology, goods traded with 

unfriendly countries, and to a limited extent on commodities in which there was 

a domestic shortage. S. 69 and S. 92 would extend this basic control authority 

until September 30, 1978. 

General Comments

The NAM recognizes the necessity for controls instituted by the government 

on clear national security grounds. Recognizing the dynamic character and magni 

tude of threats to U.S. security, these controls should be continually reassessed 

to assure their effectiveness, while also seeking to minimize non-essential con 

trols that preclude normal market transactions. It is NAM's position that U.S. 

controls should be as consistent as possible, within essential national security 

considerations, with the international control standards established by the Coor 

dinating Committee (COCOM) of allied countries. Continuing efforts in this regard 

and improved processing procedures will help minimize-any competitive disadvantage 

placed upon U.S. firms. There is a role for government-industry consultation in 

establishing technical specifications and standards respecting high technology 

equipment as well as technology transfers having security significance. Improved 

administrative procedures could also be helpful in avoiding excessive delays which 

can hamper or even cause the loss of a commercially competitive sale.

NAM is concerned with the potential for greater government utilization of 

export controls for foreign policy reasons, and urges that such action be avoided
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except where there are clearly overriding national policy considerations, or 

where the nation cooperates and negotiates with other governments to achieve 

common goals and standards of conduct.

In the area of export controls on commodities in short domestic supply, 

we would urge the government to be cautious and circumspect in instituting 

such trade restraints. The existence of some authority in this area is proper 

to allow an effective response to unusual supply shortages which could seriously 

disrupt the national economy. However, international cooperation must play an 

important role, and in general the needs of foreign customers dependent on the 

U.S. for supplies should be given appropriate weight in any short supply actions 

the U.S. might consider.

While no easy formula can be specified in advance for the proper use of 

these controls, this country's increasing involvement in the world economy 

demands that both short-term and longer-run interests be weighed on a case-by- 

case basis where short supply conditions threaten market disruption. Only a 

well-administered program operating under appropriate statutory authority can 

safeguard U.S. producer and consumer interests in an interdependent global economy. 

Government consultation with producers and consumer groups in utilizing short 

supply controls should be encouraged, perhaps through an advisory board mechanism. 

Foreign Boycotts

Mr. Chairman, we recognize that the purpose of these hearings is to solicit 

testimony on the proposed amendments to Title II of the. Export Administration Act 

concerning foreign boycotts. Therefore, we will devote the remainder of the 

testimony to this subject.

Since 1965 it has been the declared policy of the United States as contained 

in the Export Administration Act to oppose foreign boycotts against countries 

friendly to the U.S. Domestic exporters have been encouraged to refuse to take 

action which has the effect of furthering such boycotts and reports are made by
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companies to the Commerce Department when requests for boycott compliance are

received. Implementing regulations also now require that these reports, including
•

the response made to the boycott request, be made public. Furthermore, a specific 

prohibition exists regarding any boycott-related action which would discriminate , 

against U.S. citizens on the basis of race, color, religion, sex or national 

origin.

The 94th Congress passed an amendment to the Tax Reform Act of 1976 which 

deprives U.S. taxpayers of certain tax privileges if they "agree to participate 

in or cooperate with" an international boycott. Additionally, six states have 

already enacted legislation to prohibit various boycott-related activities while 

similar action is under consideration in other states.

With this brief synopsis of current U.S. law and regulation regarding foreign 

boycotts, we can turn to the specific proposals advanced in S. 69 and S. 92, whose 

provisions and relevant differences will be summarized below. 

Summary Comparison: S. 69 and S. 92

Prohibitions: Both bills would amend the Export Administration Act of 1969 

to prohibit certain actions by any U.S. person that comply with, further, or 

support a foreign boycott or restrictive trade practice against a country which is 

friendly to the United States and which is not the object of any U.S. embargo. 

Under rules and regulations issued pursuant to the new Act, it would be a violation:

(1) to refrain from doing business with the boycotted country or 
its residents pursuant to an agreement with, requirement of, or a 
request from or on behalf of any boycotting country;

(2) to refrain from doing business with any person (other than the 
boycotted country, its nationals or residents, or any company organ 
ized under its laws);

(3) to refrain from employing or otherwise to discriminate against 
any person on the basis of race, religion, nationality or national 
origin;

(4) to furnish information regarding any U.S. person's race, religion, 
nationality or national origin; and
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(5) to furnish information about whether any person does, has 
done, or proposes to do business with the boycotted country or 
its nationals or with any person known or believed to be boycotted.

One difference between the two bills is the absence of a requirement of 

"intent" to establish a violation of these prohibitions in S. 92. There must 

be a showing of "intent to comply with, further, or support any boycott fostered 

or imposed by a foreign country" in order to establish a violation of any of the 

five enumerated prohibited acts in S. 69.- The significance of this difference is 

demonstrated in the first two enumerated prohibitions, which state that the mere 

absence of a business relationship is not prima facie evidence of a prohibited 

refraining from doing business. While S. 69 states that such absence of a business 

relationship "does not indicate the presence of the intent required to establish 

a violation," S. 92 provides that absence of a business relationship "does not 

alone establish a violation." The former appears to require a higher burden of. 

proof to establish the existence of a violation.

Permitted Exceptions: Both bills contain specific exceptions from the pro 

hibitions added to the Export Administration Act. Rules and regulations issued 

pursuant to that Act must provide exceptions for:

(1) compliance with (a) the boycotting country's rules prohibiting 
the import of goods from the boycotted country or (b) the shipment 
of such goods on a carrier of the boycotted country or by a route 
other than that prescribed by the boycotting country or recipient 
of the shipment;

(2) compliance with import and shipping requirements concerning 
country of origin, name and route of the carrier, and name of the 
supplier of the shipment;

(3) compliance with the boycotting country's export requirements . 
. concerning shipment or transhipment of its exported goods to the 
boycotted country;

(4) compliance by an individual with the immigration or passport 
requirements of any country; or

(5) compliance with the lawful terms of a letter of credit by re 
fusing to honor it in the event the beneficiary fails to satisfy 
the lawful conditions or requirements of the letter.

85-654 O - 77 - 22
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Two differences between S. 69 and S. 92 appear in these exceptions. First, 

S. 92 would limit the exception for compliance with import document requirements 

to "a positive designation of country of origin," while S. 69 contains no such 

limitation. The language in S. 69 is more in keeping with a recognition of the 

sovereign right of any nation to establish the terms and conditions of imports 

into its territory that is implicit in this statutory exception. Second, S. 92 

deletes the entire exception in S. 69 for "compliance by an individual with the 

immigration or passport requirements of any country."

Enforcement: Both bills would amend Section 6 of the Export Administration 

Act to expand the enforcement authority of the Department of Commerce over vio 

lations of the rules and regulations issued pursuant to the boycott provisions of 

the Act. Violators of boycott regulations would then be subject to suspension or 

revocation of their export licenses (the bills do not limit this penalty to licen 

ses for boycott-related transactions). Any penalty imposed for violations of 

boycott regulations could be levied only after notice and opportunity for an agency 

hearing on the record in accordance with the Administrative Procedures Act (which 

would establish the basis for immediate judicial review). Finally, any charging 

letter or other document initiating proceedings for violations of boycott regula 

tions will be made available for public inspection and copying.

Disclosure: Both bills codify existing Commerce Department regulations on 

the reporting of boycott requests and the public availability of information in 

those reports other than confidential business information.

Scope: Both bills apply the new law on boycotts to individuals and concerns 

in the United States and to "any foreign subsidiary or affiliate of any domestic 

concern which is controlled in fact by such domestic concern, as determined under 

regulations of the President."
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Context

In order to assess the need for and possible effects of these proposed 

changes in Export Administration Act authority, it is advisable to evaluate 

them within the specific context of the Arab boycott, which is obviously the 

major impelling force behind their consideration. The essential nature of 

this problem stems directly from the state of hostilities which has existed 

between Israel and a number of Arab nations for nearly three decades. The 

conflict is a political confrontation in which both military and economic dimen 

sions have been employed as tools by both sides in pursuing their respective 

objectives. These hostilities represent a grave threat to the peace and security 

of the world community, involving as they do the expressed interests of many 

other nations, including those of the United States. It is an area which merits 

the highest diplomatic priority which can be accorded in terms of seeking an 

assured peaceful and long-term solution to the controversy. In this connection, 

the efforts undertaken by the U.S. Government to foster such a settlement deserve 

wide public support. I would hope in particular that the new initiatives of the 

Carter Administration in the Middle East can progress in tandem with the recog 

nized concern of this Congress in promoting an end to hostilities in that area 

of the world.

The context of the Israeli-Arab political confrontation is raised only to 

point out the obvious, though often underemphasized point, that action taken by 

the U.S. in regard to the Arab boycott can have direct and indirect impact on the 

on-going sensitive negotiations in that region. Furthermore, it is unlikely that 

any measures directed solely at the boycott will prove adequate to remove objection 

able economic consequences without a longer-term resolution of the political con 

flict underlying the boycott's existence. As you pointed out, Mr. Chairman, in
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your remarks on the Senate floor when you introduced S. 69, the boycott cannot

be ended by legislation in this country; "it will be ended only when there is
• 

permanent peace in the Middle East."

, The use of a primary economic boycott by a nation engaged in hostilities 

against another unfriendly country is a device generally recognized in inter 

national law and practice. Indeed, sections of the Export Administration Act 

provide authority for the United States itself to carry out boycott activities 

against unfriendly foreign countries, as is currently done in the instance of 

restrictions on commerce with several nations. Therefore, the issues which 

should be addressed by the legislation before this Subcommittee concern limiting 

the effects- of a foreign boycott where they may improperly extend into secondary 

or even tertiary areas that threaten to cause discrimination or unfair trade 

practices against U.S. persons. 

NAM Position

NAM has supported U.S. policy to seek elimination of international boycotts 

which serve to distort market-oriented trade and investment flows. We believe 

that a diplomatic negotiated approach remains the most appropriate and useful 

method of dealing with such boycotts in the international framework, particularly 

when they rest on non-economic bases requiring solution of the underlying political 

problems as a requisite to solution of the boycott itself. The NAM believes that 

current U.S. laws and regulations and continuing diplomatic initiatives provide 

the best avenues to further U.S. national interests.

In evaluating the legislative proposals before this Subcommittee, we have 

proceeded on the basis of a statement of principles which we believe constitutes 

a balanced and realistic approach to this admittedly complex issue. These 

principles state that:
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(1) U.S. policy against discrimination on the basis of race, color,
religion, sex, or national origin should prohibit any boycott-related
or other agreement to practice such discrimination respecting U.S. persons.

(2) No agreement should be made to fulfill a boycott request for informa 
tion regarding a U.S. person's race, color, religion, sex or national origin.

(3) U.S. persons should not agree as a condition of doing business in a 
boycotting country to refuse to do business with any U.S. persons, or with 
or in a boycotted country.

(4) In accordance with recognized international law and practice, the • 
right of a nation to institute a primary economic boycott should be res 
pected in terms of accepting or excluding from its territory any goods, 
services or capital; regulating the admission of people; and controlling 
entry of ships to its ports. U.S. persons should not be penalized under 
U.S. law for agreeing to abide by a foreign nation's laws and regulations 
relative to these rights as concerns business transactions in or with that 
country.

(5) Respect for a foreign nation's recognized primary boycott rights as 
outlined in number 4 does not include permitting that country to influence 
unrelated U.S. corporate transactions or justify actions in direct business 
dealings which constitute a violation of the anti-discrimination or refusal 
to deal principles. U.S. legal requirements placed on companies should, 
however, recognize the practical limits of a firm's ability to act when 
directly subject to foreign legal jurisdiction.

(6) U.S. law relating to boycott policy should not be extended extra 
territorial ly, in order to avoid placing U.S.-owned affiliates operating 
under foreign jurisdiction in conflict with local law and customs. The 
U.S. Government should consider undertaking discussions with other govern 
ments looking toward minimizing areas for such potential conflicts.

(7) State statutes relating to foreign boycotts should be preempted by 
federal authority over foreign commerce and foreign relations to provide 
for a uniform and consistently applied national policy.

Examination of the foreign boycott provisions in S. 69 and S. 92 in light of 

these principles leads us to express several specific concerns - both regarding 

what is in the bills and what is not - which we would call to your attention. 

First, we believe the prohibition against domestic discrimination is already 

covered by either statutory provisions of the 1964 Civil Rights Act or recently 

changed administrative export control regulations. However, we would support-the 

restatement of this principle in the Export Administration Act's extension and in
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particular the provision of a specific statutory basis to the current regula 

tions prohibiting the provision of discriminatory information in response to 

a boycott request.

The refusal to deal principle is partly covered under U.S. antitrust law, 

but its direct definition in relation to a boycott request would help clarify 

its application under complex and often ambiguous conditions. The full elabora 

tion of this principle in the proposed legislation would be a beneficial move 

toward implementation of stated U.S. policy in important areas of potential 

secondary and tertiary boycott effects. However, we would encourage the Sub 

committee to delineate with greater caution and precision this particular area 

because of the obvious potential conflicts which could exist between specific 

applications of this principle and the sovereign right of a nation to control 

goods and services coming into its country. A serious effort should be made to 

avoid placing U.S. companies in untenable positions where they are asked to some 

how introduce prohibited goods and services into a boycotting country. A practical 

solution must be found which seeks to avoid secondary boycott effects within the 

U.S. without attempting to override foreign governmental control of imports in 

areas far beyond U.S. jurisdiction. We would be happy to work with Subcommittee 

staff following these hearings to explore possible ways in which the legislative 

provisions could properly recognize these areas of potential conflict.

A corollary point to this discussion concerns the bills' provisions which 

would attempt to apply the boycott regulations extraterritorially in other countries 

where they may conflict with local law and customs. Past experience with limited 

application of U.S. antitrust and export control regulations have demonstrated the 

serious foreign relations problems such procedures can cause with even the most 

friendly and neighborly countries (viz Canada). We believe that this legislation
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should be limited to territorial enforcement while the U.S. Government under 

takes discussions with other nations to minimize areas of potential conflict 

in policy positions and application.

Two further areas deserve special comment. Although legislation is usually 

not the proper place to spell out complex administrative procedures to implement 

the statutory objectives, it would be extremely useful if some recognition could 

be given to certain process problems either directly in the legislative provisions 

or in specific references of Congressional intent. Two examples of such concerns 

are the bases for decisions regarding whether a firm has violated an anti-boycott 

prohibition and the diverse reporting requirements now placed on companies. While 

the details are again more appropriate for extended discussion at a staff level 

rather than in hearings under tight time constraints, we would point out as examples 

of important process distinctions the absence in S. 92 of a standard of "intent" 

to comply with a foreign boycott which is, we believe, properly present in S. 69. 

Additionally, the drafting differences between the two bills regarding the impli 

cations of an absence of a business relationship with a boycotted country point 

up the importance of clear and fair standards for evaluating compliance with the 

Act's provisions. We feel that the fairest and most practical standard would 

revolve around agreements to act as a condition of doing business with the boy 

cotting country.

The other process concern which I would cite is the confused and conflicting 

reporting requirements placed on companies from first Commerce Department regula 

tions and now Treasury Department requirements in response to the boycott-related 

amendment to last year's tax bill. These reports will be partly duplicative and 

partly conflictive in terms of disparate concepts and definitions of boycott 

activities. As a minimum the conflicts should be resolved and the duplicative 

reporting burden on companies reduced. Should this current legislation be adopted;
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it would be incumbent upon the Congress, which has increasingly recognized the 

excessive reporting and regulatory burdens placed on companies in many areas, 

to assure that unnecessary or duplicative reporting requirements are eliminated.

Finally, we would like to register our support for the federal pre-emption 

of authority in this area of foreign boycott regulation and urge the Subcommittee 

to add such a provision into the bills before it. The several diverse state 

statutes already in existence on this subject have vastly complicated normal 

business dealings and added new degrees of uncertainty and confusion. This situ 

ation will only be exacerbated if other states continue to pass their own parti 

cular statutes on this issue. Clearly, U.S. policy on foreign boycotts is an 

important matter falling under federal authority to regulate international commerce 

and foreign relations, requiring a uniform and consistently applied national 

policy. 

Conclusion

The NAM believes a simple extension of the Export Administration Act provides 

sufficient latitude to the Executive Branch to administer an export control 

program necessary to safeguard important national interests. We believe that 

caution should be exercised in using the authority granted under this Act so as 

to avoid undue distortion of the interplay of market forces. Deliberations 

on the several proposed changes to the Act's foreign boycott provisions should 

proceed only in full recognition of their potential impact on the current diplo 

matic efforts which offer the only real, viable solution to the Arab boycott. 

Short of a diplomatic solution, any new boycott provisions in U.S. law should 

embody the principles outlined above.
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Mr. Fox. Thank you.
Mr. Chairman, NAM supports the extension of the Export Admin 

istration Act of 1969 to continue current export control authority. 
However, we recognize that the major purpose of these hearings is to 
solicit testimony on the proposed amendments to the act contained in 
title II of S. 69 and S. 92 concerning foreign boycotts so I will confine 
my oral comments at this time to this issue.

In order to assess the need for and possible effects of the proposed 
boycott authority changes, it, is advisable to evaluate them with specific 
reference to the Arab boycott, which is obviously the major impelling 
force behind this legislation.

The Arab boycott stems directly from the state of hostilities which 
has existed between Israel and a number of Arab nations for nearly 
three decades in which both sides have employed both military and 
economic tools in pursuing their respective objectives. These hostil 
ities, which involve the interests of many other nations, including the 
United States, deserve the highest diplomatic priority in terms of 
seeking an assured peaceful and long-term solution to the conflict. 
Efforts undertaken by the U.S. Government to foster such a set 
tlement deserve wide public support. I would hope in particular 
that the new initiatives of the Carter administration in the Middle 
East can progress in tandem with the recognized concern of this 
Congress in promoting an end to hostilities in that area of the world.

I raise the context of an Israeli-Arab political confrontation only 
to point out the obvious, though often underemphasized point, that 
actions taken by the United States in regard to the Arab boycott have 
direct and indirect impact on the ongoing sensitive negotiations in that 
region. Furthermore, it is unlikely that any measures directed solely 
at the boycott will prove adequate to remove objectionable economic 
consequences without a longer term resolution of a political conflict 
underlying the boycott's existence.

As Senator Stevenson pointed out in his remarks on the Senate floor 
when he introduced S. 69, the boycott cannot be ended by legislation 
in this country: "It will be ended only when there is permanent peace 
in the Middle East."

The use of a primary economic boycott by a nation engaged in hostil 
ities against another unfriendly country is a device generally recog 
nized in international law and prance and is indeed currently used 
by the United States in several instances. Therefore, the issues mainly 
to be addressed by the legislation before this subcommittee seem to 
concern limiting the effects of a foreign boycott where they may 
improperly extend to secondary or even tertiary areas that threaten to 
cause discrimination or unfair trade practices against U.S. persons.

The National Association of Manufacturers has supported U.S. 
policy to seek elimination of international boycotts which serve to 
distort market-oriented trade and investment flows. We believe that 
a diplomatic negotiated approach remains the most appropriate and 
useful method of dealing with such boycotts in the international frame 
work, particularly when they rest on noneconomic bases requiring 
solution of the underlying political problems as a requisite to the 
solution of the boycott itself.

The NAM believes that current U.S. laws and regulations and con 
tinuing diplomatic initiatives provide the best avenues to further U.S. 
national interests.
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In evaluating the legislative proposals before this subcommittte, we 
have proceeded on the basis of a statement of principles which we 
believe constitutes a balanced and realistic approach to this admittedly 
complex issue. These seven principles are stated in full in the printed 
copies of our testimony (see p. 335).

Examination of the foreign boycott provisions in S. 69 and S. 92 in 
light of these principles leads us to express several specific concerns, 
both regarding what is in the bills and what is not. which we would 
call to your attention.

First, we believe the prohibition against domestic discrimination is 
already covered by either statutory provisions of the 1964 Civil Eights 
Act or recently changed Commerce Department export control regu 
lations. However, we would support the restatement of this principle 
in the extension of the Export Administration Act extension and in 
particular the provision of a specific statutory basis for the current 
regulations prohibiting the provision of discriminatory information 
in response to a boycott request.

The refusal-to-deal principle is partly covered under U.S. antitrust 
law at this time, but its direct definition in relation to a boycott request 
could help clarify its application under the often complex and am 
biguous conditions in which the matter must be dealt with at this time.

A corollary point concerns the bills' provisions which would attempt 
to apply the boycott regulations extraterritorially in other countries 
where they may conflict with local law and custom. Past experience 
with limited application of U.S. antitrust and export control regula 
tions have demonstrated the serious foreign relations problems such 
procedures can cause with even the most friendly and neighborly coun 
tries such as Canada. We believe that this legislation should be limited 
to U.S. territorial enforcement while the U.S. Government undertakes 
discussions with other nations to minimize areas of potential policy 
conflict.

Two further areas which deserve special comment are the ibases for 
decisions regarding whether a firm has violated antiboycott prohibi 
tions and the diverse reporting requirements now placed on a company. 
We would point out as examples of important process distinctions the 
absence in S. 92 of a standard of intent to comply with a foreign boy 
cott, which is, we believe, properly present in S. 69. Such differences 
point up the importance of clear and objective standards for evaluat 
ing compliance with the act's provisions. We feel that the fairest and 
most practical standard would revolve around agreements to act as a 
condition of doing business with the boycotting country.

I would also cite the confused and conflicting requirements placed 
on companies by differing Commerce and Treasury Department re 
porting regulations. These reports are duplicative and conflicting in 
terms of disparate concepts and definitions of boycott activities. Should 
this current legislation be adopted, it would Ibe incumbent upon Con 
gress, which has increasingly recognized the excessive reporting and 
regulatory burdens placed on companies in many areas, to assure that 
unnecessary or duplicative reporting requirements are eliminated.

Finally, we would like to register our support for the Federal pre 
emption of authority in this area of foreign boycott regulation and 
urge the subcommittee to add such a provision to the bills before it. The 
several diverse State statutes already in existence on this subject have
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vastly complicated normal business dealings and added new degrees of 
uncertainty and confusion. Clearly, U.S. policy on foreign boycotts 
is an important matter under Federal authority to regulate inter 
national commerce and foreign relations requiring a uniform and con 
sistently applied national policy.

In conclusion, NAM believes a simple extension of the Export Ad 
ministration Act provides sufficient latitude to the executive branch to 
administer an export control program necessary to safeguard im 
portant national interests. We believe that caution should be exercised 
in using the authority granted under this act so as to avoid undue dis 
tortion of the interplay of market forces. Deliberations on the several 
proposed changes to the act's foreign boycott provisions should pro 
ceed only in full recognition of their potential impact on the current 
diplomatic efforts Avhich offer the only real, viable solution to the 
Arab boycott. Short of a diplomatic solution, any new boycott provi 
sions in U.S. law should embody the principles we have suggested in 
our full NAM statement. Thank you.

Senator PROXMIRE. Thank all of you gentlemen for your statements, 
but I must say that I'm kind of puzzled by the position that you take. 
You seem to agree that the principles embodied in S. 69 and S. 92 are 
fine. You support that. You think that we should not, as I think Mr. 
Carlson said so well—any attempt by a boycotting country to compel 
persons outside its jurisdiction and modify their conduct in regard to 
a boycotted country should 'be opposed. U.S. persons should be free to 
trade with the boycotted country as they wish outside the territory of 
the boycotting country and so forth. All you gentlemen seem to agree 
•with that and yet it's like the old—I don't know whether it was a poem, 
but it was something years ago—when a young lady asked her mother 
whether she could go swimming, her mother said, "Yes, my darling 
daughter. Hang your clothes on a hickory bush, but don't go near the 
water."

In other words, you're taking the position that what the Arab coun 
tries have done is wrong. We ought to act with great firmness to stop it, 
but we shouldn't pass any legislation which is the only way we can. It 
seems to me to be contradictory to believe in these principles, to believe 
in protecting our own sovereignty and preventing other countries from 
interfering and dictating to American firms on how to conduct busi 
ness or you don't. What astonishes me is we just heard from the at 
torney general of Maryland who told us that there was overwhelming, 
across-the-board business approval—I asked him that specifically for 
a stronger antiboycott legislation than either S. 69 or S. 92, no opposi 
tion, and yet these two great business organizations representing the 
Chamber of Commerce and the National Association of Manufacturers 
come in and take a completely contrary position.

How do you explain that, Mr. Carlson?
Mr. CARLSOX. Well, I think that we all oppose discrimination based 

upon religion, and vou will find everybody at this table, including my 
self, will be strongly opposed to that. We also recognize the fact that 
countries have control over their jurisdiction and can dictate products 
that may come in, including the tire that may be on a tractor, and 
we have to take that into account.

Also, you have to weigh whether your legislation really has lever 
age effect and when you consider our rather modest share of the im-
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ports of the boycotting countries, remembering that they can find sub 
stitutes in other industrialized countries, it's very doubtful whether 
this is going to have any leverage effect at all.

So it's perhaps a statement of principle. Let's have a statement of 
principle, but let's recognize what the situation is and the limitation 
as to the leverage you might have. As far as the principle is concerned, 
let it be very clear we are opposed to discrimination based on religion.

Senator PROXMIRE. Well, the trouble is, of course, that you have a 
situation without-legislation in which businesses that do not want to 
comply find their competitors do comply and that they are therefore 
in a position where it's much harder for them, absent legislation, to 
comply with these principles.

One of the purposes of this legislation is to provide that kind of 
community of action so that all American businesses can act alike 
and together. Without it, they can't. The Arab countries can just put 
pressure on. Of course, you say it's gone on for many years, but it's 
only in the last couple years that the Arab countries have developed 
this fantastic clout, since 1973, with the enormous income they have 
earned by the price of oil and the great increase in imports of oil by 
this country and other countries from the Middle East have given them 
muscle they haven't had before. So it's an entirely new ballgame.

Mr. CARLSON. As far as citizens within the United States, we feel 
we have adequate antidiscrimination laws and this can be taken care 
of. So we don't think that there is a need for additional legislation per 
se. However, if you felt that our laws on the discrimination among 
Americans based on religion were not sufficient we certainly would not 
oppose such legislation.

Senator PROXMIRE. We only have laws against discrimination for 
employment and for a few other very limited areas. We certainly don't 
have them that apply here.

Let me ask you, Mr. McNeill. You recommend what I would con 
strue as a considerably weaker bill than either S. 69 or S. 92 and six 
States have already passed antiboycott legislation. Inasmuch as the 
proposals you have would apply only to agreements to comply, they 
would not apply to foreign subsidiaries. They would permit an Ameri 
can company to exclude goods made by blacklisted companies. Then 
you recommend that you would pass Federal legislation, this weak 
legislation, and then have it supersede the legislation in the States 
which is stronger inasmuch as California and New York and some of 
these other States are very big States in which a great deal of export 
ing is done.

What you're proposing would in effect greatly weaken what we al 
ready have in effect. It would foe a feebler response rather than a 
stronger response by this country.

Mr. MoNEiLL. Mr. Chairman, I don't know the provisions of State 
law for the States that have these antiboycott statutes.

With respect to S. 69 and S. 92, our disagreement is not as strong 
as you have just indicated. There are five general prohibitions pro 
vided in both bills and we are in full agreement with three of them. In 
the other two areas of prohibition, B and E, we are suggesting modifi 
cations to take account, in the case of B, of the sovereign right of other 
countries to legislate and administer their customs with respect to 
products they will allow entry.
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We do not believe our recommended modifications amount to a sub 
stantial weakening. We do, however, differ with both bills with respect 
to their extraterritorial application.

So it's agreeing to take, not the action itself that you would pre 
scribe ?

Mr. McNEiLL. Yes.
Senator PEOXMIRE. As I point out, it's easy to avoid the law by just 

not making any agreement, by just taking the action instead of mak 
ing the agreement, if you have proper counsel.

Mr. McNEiLL. But what follows, Senator, after this in the bill 
itself is that if you agree to do something or if you act in response to 
a requirement of a boycotting country there are other factors in the 
act itself that appropriately have to do with action. If you look at the 
bill itself, you will find that after this phrase with respect to the 
President you will find under 4A that there are other——

Senator PEOXMIRE. Then you do agree that we should prohibit tak 
ing action; is that right; taking action with respect to——

Mr. MCNEILL. Pursuant to an agreement or requirement; yes.
Senator PROXMIEE. Pursuant to an agreement, but if they haven't 

made an agreement they can take whatever action they wish. That's 
where you slip away.

All right. My time is up.
Senator WILLIAMS. Well, first of all, one, I'm encouraged with the 

broad agreement here in terms of the principles that prompted the 
legislation.

Now there are differences in how we implement principle, here, but 
there's enough of a foundation of common though that I believe we, 
as legislators, can build on in discussion with you gentlemen with 
whom we share broad general principles.

This area of refraining from doing business and whether the na 
ture of the agreement ultimately comes down to how you show whether 
it was taken in response to an agreement or a request—burden of 
proof. There have been suggestions, one, by the Anti-Defamation 
League yesterday, that was directed to a clarification here and their 
testimony suggested that the term should be defined to include com 
pliances with a request from a requirement of or on behalf of a boy 
cotting country. Now that suggests that there has to be something 
positive to be shown, some request made that the exporting country 
do certain things. I don't know whether you followed the testimony 
yesterday, the group from the Anti-Defamation League, but it seemed 
to give some degree of certainty that might be lacking in what we have 
in either bill.

Do you have any observations on that ?
Mr. McNEiL. Senator Williams, if I might, the bill itself includes 

the language that you have just used that was referred to yesterday by 
the ADL and that was what I had in mind in our discussion about 
agreement and action. The bill itself says pursuant to an agreement 
with or requirement of or a request from or on behalf of the boycotting 
countries, and that is in section 4A, the section that we agree with.

Senator WILLIAMS. They thought that that was adequate for this 
business of proving whether it was done in response to a request.

Mr. CARLSON. I think, Senator, intent is very important, and lan 
guage to this effect is included in S. 69 which is not in S. 92. To fol-
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low up with the philosophy you're pushing, you need to have some sort 
of specific agreement to refer to. Just because a person has a trade 
pattern that didn't end up with a tire made from one particular com 
pany shouldn't, by itself alone, be the basis of prosecution under this 
law, and there's a chance that it could be the way it's written now.

I think it is important to have first the intent and also some sort 
of agreement, and the agreement doesn't have to be an overly for 
malized contractual relationship. It can be some other kind of agree 
ment, but at least reference to an agreement.

Senator WILLIAMS. Doesn't it suggest something positive has to be 
coming from the boycotting countries, something of specific nature 
that you refrain from this, that or the other action would be prohibited 
here?

Mr. CARLSON. Obviously, that would be source of that kind of an 
agreement.

Senator WILLIAMS. Again, here we are in agreement on principle, 
that you do support the proposition that the action prohibited should 
be prohibited if it can be positively shown, to be following a request 
and entered into as some kind of agreement that the prohibited ac 
tion will be agreed to.

Senator PROXMIRE. Let me just interrupt. Would you apply this 
to actions as well as agreements? Would you apply this to foreign 
subsidiaries, apply legislation ?

Mr. McNEiLL. No. We would prefer not to apply it to foreign sub 
sidiaries.

Senator PROXMIRE. Well, would you apply this to actions as well as 
agreements or just to agreements ?

Mr. MCNEILL. I'm sorry, sir, I don't understand your question.
Senator PROXMIRE. Actions to comply with the boycott, would you 

apply this or just to agreements ?
Mr. MCNEILL. Yes.
Senator PROXMIRE. Just to agreements ?
Mr. MCNEILL. To actions that would implement the boycott, yes, 

both.
Senator PROXMIRE. You would apply it to actions?
Mr. MCNEILL. Yes.
Senator PROXMIRE. Well, that's good to hear. I didn't get that from 

your testimony.
Mr. MCNEILL. Actions pursuant to agreements, but we differ, as 

I said, unless modified, with two of the prohibitions and the extraterri 
torial aspects of both bills.

Senator PROXMIRE. Why would you prefer to have legislation penal 
ize agreements to take nation to comnl'v with the bovcott rather than 
taking that action itself ? Why do we want to penalize agreements to 
take certain actions but not the acts? Wouldn't that just be a trap for 
the unwary ? Anyone who's familiar with the law would take care not 
to agree in the first instance and therefore it would appear that the 
only orres th."t mi«ht be, caught in a prohibition to take action would 
be those unfamiliar with the law and those that can afford counsel 
to avoid making prescribed agreements where some one inadvertent 
ly agrees and draws back—why does that make any sense?

Mr. Fox. I think the law ought to be clear in its application and cer 
tainly it would not be our purpose to suggest that entrapment of the 
unwary be the purpose of that change that we suggest. Our purpose
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is to make it precise what actions are possible under the law or not 
permitted under the law.

In this context, actions taken pursuant to an agreement with a boy 
cotting country would be an explicit and understandable course of 
action undertaken voluntarily by a company and the application of 
the principles of law would be quite clear. But there are many reasons 
why companies might act in a certain way which would have no bear 
ing on the implementation of the boycott.

Senator PKOXMIRE. Let me ask what precisely would constitute an 
agreement for these purposes ? For example, assume a company signs 
a contract to sell goods to a boycotting country. The contract con 
tains no boycott clause nor does it require the company to comply with 
the laws or the regulations of the boycott. The company then refrains 
from buying goods from or otherwise dealing with blacklisted com 
panies fulfilling their contract.

Would that be a violation of the law under your formulation? If 
not, why not ?

Mr. Fox. Well, of course, you have asked a difficult hypothetical 
question. In our view, American firms should not be required by any 
foreign government to deal or not to deal with particular American 
companies. American companies should be free to deal with American 
companies as they wish. That's one of the principles which we state 
in the text of our full presentation.

Senator PROXMIRE. Therefore, it should be a violation of law if they 
don't exercise that privilege. Is that right ?

Mr. Fox. N"o; I'm saying that this is a matter that requires careful 
delineation. One of the points that we made in my summary is that 
this subject is susceptible of differing interpretations and precision is 
required in defining the terms. Certainly there's quite a difference 
between a company agreeing to act and being penalized for that rea 
son from a situation in which a company may act for any number of 
reasons, but it would be presumed under the law that it acted in 
compliance with the boycott which might not be the circumstance 
at all.

Senator PROXMIRE. Let me get back to Mr. McNeill. I think I let 
you off the hook. You say in your statement, and I quote: "Section 
4A(a)(l) should be revised by deleting the reference to 'taking' 
actions and retaining in lieu thereof the 'agreeing to take' language 
of S. 92." Thus, section 4A(a)(l) would read in part: "* * * the 
President shall issue rules and regulations prohibiting any U.S. per 
son from agreeing to take any of the following actions * * *."

Mr. CARLSOX. Among U.S. citizens, yes; but we do feel we have ade 
quate law to carry that forward. Unfortunately, and this is lamentable, 
other countries have the right to specify the import of goods or services 
into their country and thereby they can carry out political or other 
kinds of boycotts with their own soverign jurisdiction.

Let me make another point that's related to this. We are not pro 
posing a weaker bill. We're saying that existing law is adequate, with 
the addition of a few provisions such as the preemption of State law, 
but we do ask for a clearer bill, and we hope you will remove the Amer 
ican imperialism written into this bill, where in fact you would have 
the authority of the United States being transferred to corporations 
that are actually incorporated under the laws of other countries. So
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there are some really bad features which, in other forms, you gentle 
men would oppose.

Senator WILLIAMS. On that latter point, you suggest that extending 
this law to companies that are. incorporated in another country but are 
controlled here ?

Mr. CARLSOX. No; I'm opposed to that particular provision in your 
bill that would in fact extend our authority in such a way.

Senator WILLIAMS. The rub you see is you might find a situation 
where our requirements would be on a collision course with the law 
in that country where the corporation is controlled here but organized 
there was acting.

Mr. CARLSON. The independent sovereignty of other countries be 
comes a problem at times.

Senator WILLIAMS. Do you have an example to make that real? 
I read it and understand what you're saying, but I would like to know 
what the reality is, what kind of situation you're talking about.

Mr. Fox. I'll give an example, Senator Williams. Take an Ameri 
can firm that has a subsidiary producing a machine in France. It's 
the policy of France to maximize its exports in order to meet the bal 
ance of payments problems, et cetera, that France has. It's also French 
policy to sell its equipment to whoever it can sell the equipment to. 
Under the principle of the law here, the American firm would be told 
to direct its subsidiary in France to apply American law rather than 
apply French law and French policy with respect to the receipt of 
certain orders of goods.

Senator WILLIAMS. You're saying there the subsidiary organized in 
France would be violating French law if it didn't comply with the 
boycott ?

Mr. Fox. Well, it would be violating, under certain circumstances, 
French policy and, under certain circumstances, French law. I'm sorry 
I can't tell you what would be French law in this instance, but I think 
French policy is fairly clear in this regard.

Senator WILLIAMS. I don't find too much trouble with our law reach 
ing that particular situation when the conflict is one where a country 
that promotes an acquiescence in the boycott.

Mr. Fox. Well, Senator, without trying to appear contentious, there 
are companies organized in the United States which are subsidiaries 
of multinationals of other countries, including France. I don't think 
we would regard it as appropriate for French law to determine the 
actions of those subsidiaries in the United States in all respects, in 
cluding some of the points that we're discussing here today.

Senator WILLIAMS. We could reach into other areas to see that prin 
ciple you're suggesting.

Mr. Fox. I might say one more word on that. This is an inherent 
poblem we have in the modern world where more than one country as 
serts jurisdiction over the activities of certain private individuals or 
corporations and it seems to me it's incumbent on the U.S. Govern 
ment to do what it can to minimize those inherent conflicting obliga 
tions consistent with good policy.

Now one of the suggestions that we have made in this regard is that 
we seek agreements with foreign governments to eliminate such con 
flicts wherever possible and the example given in my summary was 
with Canada, a neighbor with whom we have had a dong history of 
contentious application of U.S. law extraterritorially with respect to
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their exports. Canada faces many of the same, problems in regard to 
the 'boycott that we do, including the important principle in Canada 
to protect religious freedom and religious rights and minority rights.

We urge that rather than exercise our jurisdiction outside the United 
States willy-nilly we attempt to reach agreements where possible to 
harmonize the application of U.S. law extraterritorially rather than 
simply preempt the field and establish—I would not like to use Jack 
Carlson's term of American imperialism loosely—I think that's a 
dramatic phrase, but certainly the view of the application of U.S. law 
extraterritorially is interpreted that way in certain countries.

Senator WILLIAMS. Well, I could think of some examples. One would 
be American law dealing with corporate bribery in an American-owned 
but foreign-organized company in a land that has not reached the 
prohibition on corporate bribery. Wouldn't you suggest that our law 
should follow that American ownership wherever the company was 
organized ?

Mr. Fox. Well, I would look forward to testifying before this 
committee or some other on the subject of bribery, but I would say, in 
general, the approach that I would take to that subject is that it's the 
responsibility of the American company to control its operations world 
wide in accordance with appropriate company policies, and I'm not 
aware that it is a policy that is approved by any American company to 
engage in bribery abroad.

I think the problem doesn't arise in quite the same way because I 
think company policy would be such as to preclude the use of bribery 
as a business-gaining technique by American companies at this time.

Senator WILLIAMS. Thank you. We're about to go here. Mr. Trudeau 
from Canada I understand is coming up with a tough antiboycott law. 
Maybe we'll hear about that.

Senator PROXMIRE. Senator Sarbanes.
Senator SARBANES. Thank you, Mr. Chairman. I'll be very brief. I 

apologize for not being here earlier.
Senator PROXMIRE. Take your time as far as I'm concerned. I'm not 

going to hear Mr. Trudeau on this day.
Senator SARBANES. I have read the principles and they sound pretty 

good. Let me just ask this question. Do you follow from those prin 
ciples that you're prepared to see them implemented in the law?

Mr. CARLSON. We said earlier in our opening statements that we 
are opposed to discrimination on religious grounds and among Ameri 
can citizens the law should be carried out and we have adequate law 
to make sure that that does not occur.

Senator SARBANES. Well, I mean, most of the statements enunciated 
about a half a dozen principles which you're prepared to subscribe to 
and I want to know whether you favor or support having legislation to 
implement those half a dozen principles.

Mr. McNEiLL. I can only speak for my organization, Senator. We 
would suport legislation incorporating the principles we have testified 
to with the modifications that we have suggested.

Senator SARBANES. Could the other members of the panel respond to 
that question ? 

Mr. Fox. I would certainly state precisely the same thing.
Mr. CARLSON. Our point earlier was that except for a few provisions, 

we didn't feel that S. 69 or S. 92 would be necessary other than an

85-654 O - 77 - 23
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extension of the Export Administration law that expired September 30, 
because we felt discrimination on religious grounds was covered by 
domestic law among U.S. citizens. But if you felt that it's necessary to 
strengthen that——

Senator SARBANES. No. I'm trying to find out what you feel.
Mr. CARLSON. Then we would not be opposed to legislation to. do 

that.
Senator SARBANES. I want to find out what you think and whether 

your response to that question is yes or no.
Mr. CARLSON. We support the principle of not discriminating on the 

basis of religion.
Senator SARBANES. Is that the only principle you put forth? Maybe 

I misread the statement. I thought you also enunciated a broader set of 
principles.

Mr. CARLSON. We did.
Senator SARBANES. A half a dozen.
Mr. CARLSON. Do you have a particular one that seems to be in con 

troversy that you would like to refer to ?
Senator SARBANES. No. I'm interested and refer to the whole pack 

age which I take it was set out in your statement.
Mr. CARLSON. Yes. That's correct.
Senator SARBANES. Do you believe we should have legislation to 

implement those principles ?
Mr. CARLSON. We feel that it's not entirely necessary to have legisla 

tion to iihplement those principles because existing law has imple 
mented those principles, but if you feel, which is more important, that 
they need to be strengthened among U.S. citizens we would support 
that.

Senator SARBANES. Is it your position that existing legislation imple 
ments all of the principles that you have set out ?

Mr. CARLSON. Except for preemption of State law, generally existing 
law handles the situation.

Senator SARBANES. Would you furnish us with the legislation that 
you think does that ?

Mr. CARLSON. I think that it was brought out in somebody else's testi 
mony that if you took the existing law, the Export Administration Act 
that just passed from enforcement September 30, and extended that 
with the Federal preemption of State law and a few minor changes, 
perhaps eliminating the duplication of reporting now required by the 
Tax Reform Act of 1976 and the Export Administration Act—made 
some changes there—that could be an extension of the principles and 
adequate protection internationally.

Senator SARBANES. Well, this is a new perception. It's the first one 
I've heard that contends that the principles that you have set out, 
which sound fine, are all fully covered by existing law. No other party 
that's come before us has taken that position. They either have not 
been prepared to put out the principles or if they put them out they 
are not willing to see them implemented by law and seek other means 
to attain them. They state them as a goal but do not contend that 
it is legislatively implemented and I find this a sort of novel position.

Let me ask the other gentlemen, what is it in this legislation that 
goes beyond the implementation of the principles that you have set 
out as being desirable ?
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Mr. McNEiLL. Senator Sarbanes, there are five general prohibitions 
in both bills. We agree with all five of the prohibitions but recommend 
modifications in two of them. One prohibition is that you cannot refuse 
to deal with Israel or its nationals. We are in full agreement with that. 
The second prohibition is that you cannot refuse to deal with any per 
son. We agree with that generally but we would recommend an excep 
tion. The exception would be that if an importing country has a law 
that will not permit importation of a particular product, then an 
American person in not providing that product should not be subject 
to criminal or other penalties of the law. If, however, an importing 
country requested the American exporter not to deal with another 
company on a general basis, we would find that reprehensible and we 
support that part of the prohibition. We agree with prohibitions three 
and four in the bill which have to do with discrimination in employ 
ment and having to do with the prohibition against furnishing informa 
tion about another person's religion or ethnic background.

We agree with the last of the five prohibitions, but object to the 
prohibition in both bills that would not allow an American company 
to respond to a question as to whether it has business dealings in 
Israel. We think that an American business firm should be able to 
answer that factual question with a factual answer, but we do not feel 
that an American person should be allowed to answer that question 
about any other American person.

So we would recommend, as we have in our testimony, that we should 
not be permitted to provide information about any other person except 
about ourselves. That is how we in ECAT perceive the prohibitions of 
the bill.

Senator SARBANES. Do the reservations of the association go further 
than that?

Mr. Fox. Actually, Senator Sarbanes, I think the position of NAM 
is very much the same as that expressed by Mr. McNeill for ECAT. 
I would elaborate on one point that Mr. Carlson referred to for the 
purpose of clarification, and he said that extension of the Export 
Administration Act which expired on September 30 with a Federal pre 
emption of State law would cover all of the principles that concern 
him. That wouldn't quite be the case with respect to me because the 
Export Administration Act has for many years operated with an extra 
territorial impact and it's had an effect on our foreign relations with 
neighboring countries such as Canada as well as business relations 
with other countries, and I would seek some delimitation, some fur 
ther delimitation of the extraterritorial application of U.S. law.

Now I recognize that that is a very complex subject, that U.S. law 
has applied extraterritorially for reasons of national security and for 
eign relations, and it's not a simple matter to take the Export Adminis- 

' tration Act as it now exists and excise certain features of that law so 
that it would apply one way with respect to the boycott provisions and 
other ways with respect to national security; but with that qualifica 
tion I would like you to understand that my position is both similar 
to Mr. McNeill's and supportive of Mr. Carlson's statement.

Senator SARBANES. Well, that's difficult for me to see because I don't 
see their positions as being consistent with one another. The require 
ment that American owned companies abroad are subsidiaries and
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behave in a certain manner, is that the extraterritoriality that you're 
referring to ?

Mr. Fox. Speaking for myself, it is. One normally expects a coun 
try's law to apply within the territory of that country.

Senator SARBANES. Within the territory of that country with respect 
to that country's nationals ?

Mr. Fox. Correct.
Senator SARBANES. Now suppose that country seeks to impose a be 

havior pattern on companies as they deal elsewhere in the world and 
at the same time that's a company owned by another country which 
seeks to impose a different standard. I agree with you that you have a 
tough problem, but I think in your balancing your statement is per 
haps overstated. I might have one reaction which perceives that a for 
eign country's subsidiary in this country as it dealt with Americans 
had to follow American law and vice versa, but saw an entirely differ 
ent perspective when the foreign country sought to regulate the sub 
sidiaries not within its own country but as it dealt elsewhere with the 
world.

Mr. Fox. That's the nature of the problem and referring to an au 
thority considerably more expert than myself in this regard I would 
refer you to an article by Professor Eay Vernon of the Harvard Busi 
ness School in Foreign Affairs of a couple months back. He cites this 
problem as the number one commercial problem arising from the inte 
gration of the world economy and the impact that it has had on Amer 
ican owned multinational corporations and the multinational corpo 
rations of other countries. They are simply subject to conflicting com 
mands from different sovereign jurisdictions and I think, with all the 
best intent in the world, which I certainly accept to be the case 'here, 
what we are trying to do and what the committee is trying to do, we 
are placing American companies in the untenable position in some in 
stances by the proposed legislation- of following U.S. law but not fol 
lowing the law of the country in which they have operations and have 
legal responsibilities.

Senator SARBANES. I recognize that. What I'm trying to draw is a 
distinction between following the law within that country and follow 
ing its laws when that country seeks to apply it to commercial dealings 
elsewhere in the world at which point the argument runs up against 
an equally strong argument that they ought to pursue the law of the 
home country which in effect controls and owns the corporation.

Mr. Fox. Let me just finish. I think the tough cases in law are where 
there are two rights and there are two rights in this instance and there 
are sovereign powers of different governments with different policies 
to be pursued. To the extent that the United States pursues its policies 
in its sovereign territory and with respect to its own nationals, so long 
as it does not require its nationals to violate the laws and policies of 
other countries, we are OK.

The difficulty arises when conflicting commands are given to Amer 
ican persons and American corporations and that's really the intellec 
tual problem that we will be dealing with, not just on this issue but 
in other multinational corporation issues, for the next several decades. 

Senator SARBANES. There's a picture on the front of the "Conflicts 
of Law" case book that's used in law school which shows a picture of 
a courthouse in Tobago and the thrust of the picture is that through
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application of conflicts of law, the courthouse on the island of Tobago 
can in effect set the commercial law for the entire world. So I appreci 
ate the problem, but I think there's an important distinction to be made 
along the lines that I suggested to you. 

Senator WILLIAMS. You cited a reference.
Mr. Fox. Bay Vernon. He is a professor at the Business School at 

Harvard, in an article in Foreign Affairs of January of this year on 
this subject in which he cites this problem of the conflict of laws as 
applied internationally to multinational corporations.

Senator WILLIAMS. Did he in any way deal with a specific law deal 
ing with the specific subjects as we're dealing with here, such as the 
Arab boycott, whether that American law, if it were to be an American 
law, were in conflict with any specific law dealing with the Arab 
boycott in other lands ?

Mr. Fox. I'm sorry, Senator Williams. I don't really recall whether 
the articles dealt specifically with that.

Senator WILLIAMS. You cited here the conflict of this legislation, if 
it were law, with a general principle of promoting trade in France. 
This isn't a direct conflict. One is trade promotion. The other is specific 
prohibition of specific action.

Mr. Fox. Senator, what I referred to was policy and law and I 
stated specifically I didn't know what the law of France is. The gener 
alization that I was making was really meant to be only a generaliza 
tion and not to have meaning beyond whatever quality one might asso 
ciate with that.

Senator SARBANES. In this connection—if it's a real problem—if you 
could cite specific situations it woidd be helpful.

Mr. McNEiLL. Just recently with Prime Minister Trudeau we had a 
very serious^ problem that fell under our Trading With the Enemy 
Act, which raises the same extraterritorial problem we're discussing 
here. About 3 years ago the Government of Cuba placed an order with 
a Canadian subsidiary of an American automotive firm for, I believe, 
locomotives. At about the same time Cuba placed an order for auto 
motive products with a subsidiary of another American firm in Ar 
gentina. Both the Canadian Government and the Government of Ar 
gentina insisted it was their sovereign right to see that that contract 
offered by Cuba was fulfilled, and they were insisting that the Amer 
ican subsidiaries in their respective countries fulfill the order placed 
with them by Cuba.

It caused great political and economic problems with those two 
countries. The administration made an accommodation to the problem 
whereby it authorized the subsidiary in Argentina and that in Canada 
to fill the Cuban order in order to avoid the exacerbation of what was 
then a very major political problem between the United States and 
those two countries.

Passage of the proposed antiboycott legislation with extraterri 
torial application poses the same problem, as was illustrated by Mr. 
Fox in the case of France. Extraterritorial application of United 
States law not only poses very great political problems for the U.S. 
Government but also for American companies who, thereby, are placed 
in the middle.

I think we're all under a misunderstanding when we assume that 
because an American company invests in a foreign country and may
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have 10 percent of control of that company, which in terms of our In 
ternal Revenue Code I believe is the measure that constitutes control 
of a foreign subsidiary—that that constitutes effective control. If you 
control 10 percent of a foreign company and somebody else controls 
90 percent of that same company, and American law directs that cor 
poration to do or not to do something with respect to our boycott legis 
lation, then you have a real problem. The American parent quite often 
does not have effective control. The management of the American com 
pany and the management of the foreign country are then in opposi 
tion. You cannot serve two masters.

Senator WILLIAMS. It's a good example. Coming down to what con 
trol is, I think control under this is different than IBS 10 percent own 
ership as indicative of control. Here we're talking about control in fact. 
So it would probably under regulations come out considerably differ 
ently than the IBS but it's a good example.

Mr. McNEiLL. But even, sir, the 50 percent control, somebody else 
does own the other half, and the problem, is that we are extending our 
jurisdiction, our legal jurisdiction, into that of another nation and 
directing what its corporations shall or shall not do. That is what 
troubles us.

This bill as conceived a year ago was designed to prevent the applica 
tion of foreign law; that is, foreign boycotting countries' laws and 
regulations, against American citizens. The bill was designed to protect 
American citizens from being harassed unjustifiably by a foreign gov 
ernment. We think that is a legitimate purpose and it's that part of 
the bill that we strongly support. But when you apply it to persons that 
are abroad and are corporate citizens of other countries—just as Hoff- 
man LaBoche in New Jersey is subject to the laws of that State and 
this country—you create unnecessary problems. It would be very diffi 
cult for us to accept the Swiss Government directing Hoffman LaBoche 
as to what it can or cannot do. Certainly if it directs that corporation in 
New Jersey to take a position different from that of the U.S. Govern 
ment, we here would find that obiectionable.

Extraterritoriality is very difficult here and abroad. We'd like to see 
it eliminated from S. 69 and S. 92.

Senator STEVENSON. Mr. Chairman, I apologize for not being here 
earlier. I had to attend a meeting of the Intelligence Committee and I 
thank Senator Proxmire for chairing in my absence.

I have just a few questions. One of the bills permits negative cer 
tificates of origin. The other does not. Have you addressed yourselves 
to that issue and, if not, will you ?

Mr. McNEiLL. Senator Stevenson, in the case of ECAT, the group 
I'm representing here, I think we would not like to see S. 92 require 
ments that a negative certificate not be allowed if the result of that 
would be to put us in direct confrontation with those countries whose 
law it is to require negative certificates.

We understand that some of the Arab League countries are changing 
their requirements and that they are willing to accept the positive 
certificate.

As far as we're concerned, we just don't want to see American com 
panies put in between two political sovereignties. If a positive cer 
tificate is acceptable to the boycotting countries, then it's certainly 
acceptable to us. But we would hate to see a law passed that would put
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American companies in between two different legal and political 
requirements where both cannot be satisfied at the same time.

Senator STEVENSON. Does that answer satisfy all of you?
Mr. Fox. Speaking for the NAM, Senator Stevenson, we would 

prefer the language of your bill, S. 69.
Senator STEVENSON. And the other question was about the effect of 

provisions in S. 92 with respect to the visa requirements of foreign 
countries. Have you analyzed those provisions and, if so, what would 
be the effect of them on the business relationship between a U.S. com 
pany and a foreign country if that foreign country denied a visa to 
one of its employees for racial, religious, or boycott related reasons?

Mr. McNEiLL. Senator Stevenson, again, the visa issue is certainly 
part and parcel of the whole problem of boycotts that we're talking 
about, but the visa problem has been a problem for about 200 years. 
Saudi Arabia for at least that period of time has required visas for its 
own political purposes. We prefer that part of S. 69 that recognizes 
that there is a visa problem and that allows that problem to be accom 
modated. That was in the agreement reached between the Senate-House 
conferences last fall and we support it.

Without that accommodation, I can conceive of American construc 
tion companies, particularly, or companies with service contracts in 
Arab lands, being put in extremely difficult positions. It may be that the 
prospective Arab customer may not want to go through all the harass 
ment of the visa problem that would be involved and simply switch 
the contract to another country or not even bother to talk with the 
prospective American business concern at all. We strongly support the 
visa provisions of your bill.

Mr. Fox. Senator Stevenson, NAM also prefers the position of your 
bill, S. 69, in that respect.

Mr. CARLSON. The chamber feels the same way.
Senator STEVENSON. Any further questions ?
Senator PROXMIRE. I just would like to take a minute. I realize we 

have other witnesses and the hour is very late. It's 12:30, but I would 
like to just point out, in the first place, Mr. McNeill, I think we can 
clarify our difference of opinion by pointing out that you and I kind 
of missed each other's point a little bit by taking different sections of 
the bill. I'm talking about S. 69. You're right that that refers to a 
particularly boycotted country, but where it affects the boycott of a 
particular concern that's where S. 69 reaches the action. It doesn't have 
to be pursuant to an agreement and it's there that it seemed to us, at 
least to me, that your position would permit an avoidance of an effec 
tive law. Do you see my point?

Mr. McNEiLi... I see your point but I don't agree with it.
Senator PROXMIRE. Well, that's direct.
Then the other point with respect to the discussion we have had 

about American controlled firms located abroad, No. 1, if we don't 
apply this to American firms abroad we're going to lose jobs. What's 
going to happen I suppose is the economic effect is going to be that the 
job clone by American firms located abroad will be done with foreign 
labor and with a great deal of benefit for foreign economies and with 
a loss on the part of the American economy. It would have that prac 
tical effect.
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No. 2, it seems to me a very practical resolution of this is that if an 
American controlled firm is located in France, for instance, if it re 
fuses to buy from an American blacklisted firm, then our law should 
apply. On the other hand, if an American controlled firm located in 
France refuses to buy from a blacklisted French firm, then I could 
understand why French law would apply. I think that would be a 
practical solution.

Mr. McNEiLL. I think that there is a practical solution possible that 
may incorporate some of what you just said, but there are also ways to 
accommodate the difference. If the fear is that by not having an ex 
traterritorial provision in the bill Americans will circumvent the intent 
of U.S. law, then there are ways around that. Both statutory language 
and legislative history could make it clear that if an American firm 
purposefully and with intent to avoid domestic law switched, for ex 
ample, an export order placed with it by an Arab customer to an 
overseas subsidiary, then that would clearly be a circumvention of U.S. 
law and would be prohibited.

On the other hand, if an Arab customer places an order directly with 
a French corporation in which there happens to be U.S. capital, I don't 
see why U.S. law should prevent that transaction from being consum 
mated. So I think there is room for accommodation.

Senator PROXMIRE. I have a number of other questions, Mr. Chair 
man, I'd like to submit to this panel. It's a good panel and I'd like to 
get their reactions.

Senator STEVENSON. Very well. The questions will be submitted and 
the answers will be entered in our record.

Mr. Fox. If I might respond to Senator Proxmire, I think that con 
cern of the committee as you expressed them, with respect to the effect 
on employment in the United States, is certainly a very important one 
and we'd be happy to explore any alternative, the purpose of which was 
to make sure that the objectives of the principles which we have stated 
in our testimony Avit'h respect to nondiscrimination, could be carried out 
in such a way as to eliminate or at least minimize any adverse effect 
on employment in the United States. It's our desire to maximize em 
ployment in the United States, and I think there have been expressed 
by others legitimate concerns, that the application of either one of the 
two proposals before the committee today might have the effect of ad 
versely affecting employment in the United States.

I think it's very important to try to avoid that.
Senator STEVENSON. You might also give us your views about the ex 

tent to which, if any, this legislation would adversely and uninten 
tionally affect the business activities of American-based firms in parts 
of the world outside of the Middle East. Leave aside the extraterri 
torial question you were discussing. How would it affect activities of 
American firms in Africa or Turkey or Taiwan or other places where 
I don't think it's intended to have an effect, but might unintentionally 
now or, as far as you can tell, in the very near future.

Mr. Fox. Senator Stevenson, I think that's a very important ques 
tion. I'd like to make this observation. We're talking about an exten 
sion of the Export Administration Act. I think a fair reading of the 
history of the application of that act extraterritorially could not lead 
one to the conclusion other than that it has had the effect of causing 
certain other countries to build up their industries because they could 
not rely on the United States as a source of supply.
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I offer this as a personal opinion, not as a position of the National 
Association of Manufacturers. I personally have no doubt that the 
building of the computer industry in France was a direct response to 
the denial of computer equipment for export from the United States 
to France in the periods in which the application of U.S. export con 
trols had as a strategic objective certain points of protection of U.S. 
strategic interests involving the use of computers. So there isn't any 
question that countries——

Senator STEVENSON. But you're answering your own question. My 
question is about the antiboycott provisions of this legislation which 
have not become law as yet and the extent to which, if any, they will 
adversely affect the American business activities in other parts of the 
iworld. Don't give us the answer now unless you've got a quick 
answer to that. I think it deserves some more thought. But if you have 
an answer and with some specificity can tell us about unintentional ef 
fects in such regions as I have already mentioned or elsewhere, that 
would be of interest to the committee.

Any further comments or questions? If not, thank you, gentlemen.
[The following information was received for the record. Replies to 

questions concerning testimony of the National Association of Manu 
facturers were received for the record and may be found at page 599 of 
this volume.]
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ADVANCING VOLUNTARY LEADERSHIP IN A CHANGING WORLD $ fcSj £.
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Chamber of Commerce of the United States '«)»« STREET, N.W.
JACK CAMISON WASHIN0TON. D.C.

vice PRESIDENT. CHIEF ECONOMIST aO3-aso-eioo

March 21, 1977

Senator William Froxmlre
Chairman
Banking, Housing and Urban Affairs

Committee 
Room 5304
Dirksen Senate Office Building 
Washington, D.C. 20510

Dear Mr. Chairman:

At the conclusion of my testimony before Senator Stevenson's 
subcommittee on international finance on February 22, presenting the 
National Chamber's views on the Export Administration Act extension, 
you indicated that you would appreciate answers to specific questions 
about the antiboycott provisions of S. 69 and S. 92.

Some of the questions solicit information which is not available 
to our association, and can only be answered by businessmen. Others ask 
us to anticipate the reactions of our members to specific legislation 
proposals, and our answers could only be based on speculation. In general, 
we have answered all the questions to the best of our ability, and I hope 
that our responses will be helpful to you and the members of your committee 
in your consideration of this Important issue.

Sincerely,

Carlson 
V 

Enclosure

cc: Committee members
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Chamber or Commerce or the United States of America
Washington

~" REPLIES TO QUESTIONS FROM SENATOR PROXMIRE

CONCERNING U.S. CHAMBER OF COMMERCE TESTIMONY -

on 

EXPORT ADMINISTRATION ACT EXTENSION (S. 69, S. 92)

Question I
Why would you prefer to have the legislation penalize agreements 

to take action to comply with the boycott rather than the taking of that 
action itself? Why is it good public policy to penalize agreements to 
take certain actions but not the acts themselves? Wouldn't that just be 
a trap for the unwary? Anyone who is familiar with the law would take 
care not to agree in the first instance. It would, therefore, appear that 
the only ones who might be caught by a prohibition solely on agreements 
are those who are unfamiliar with the law, those who can afford counsel to 
help them avoid making the proscribed agreements, or someone who by inad- 
vertance "agrees" and then draws back. Why does that make any sense?

What precisely would constitute an "agreement" for these purposes? 
For example, assume a company signs a contract to sell goods to a boy 
cotting country. The contract contains no boycott clause, nor does it 
require the company to comply with the laws or regulations of the boycotting 
country. The company then refrains from buying goods from or otherwise 
dealing with blacklisted companies in fulfilling the contract. Would that 
be a violation of the law under your formulation? If not, why not?

Reply: The Chamber of Commerce of the United States believes that U.S. 
persons should not agree to refrain from doing business generally with any 
other U.S. person as a condition of doing business in a boycotting country. 
The language contained in the bills currently being considered by the 
Senate is ambiguous in this respect. While both S. 69 and S. 92 note that 
the absence of a business relationship would not in itself be considered a 
violation of the law, S. 92 raises the possibility that a firm could be in 
violation of Section 201(a) merely because of a pattern of its supply or 
sales arrangements—arrangements totally unrelated to boycott matters— 
which was alleged to be the result of compliance with the proscriptions of 
the boycotting country. The language of S. 69 is slightly more specific, 
since it implies that the absence of a business relationship, if it were 
caused by intent to further or comply with a boycott of a country friendly 
to the United States, would be a violation of Section 201(a). In either 
case, however, the legislative language is sufficiently vague that an 
American firm might find itself in the position of unwittingly violating 
U.S. law in the course of operations unrelated to the provisions of any 
boycott of a country friendly to the United States.
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The statement of principles prepared by the Anti-Defamation League 
of B'nai B'rith and the Business Roundtable includes the principle that 
"No U.S. person may refrain from doing business with any other U.S. person 
pursuant to an agreement with a foreign country, its nationals or residents 
in order to comply with, further or support a foreign boycott." This language, 
clearly consistent with the National Chamber's stated principle, supports 
the view that the legislation should penalize actions taken pursuant to an 
agreement. Such actions clearly would Involve intent to comply with a 
boycott requirement, and should be proscribed. Actions taken without 
reference to a boycott requirement, and decisions made according to clearly 
recognized and legitimate commercial considerations, should not be proscribed 
whether or not they are consistent with boycott requirements, since the Intent 
to comply Is not present.

Secretary of State Vance, in his testimony before the subcommittee on 
February 28, said that

"Refusals by American firms to deal with any friendly foreign country, 
demonstrably related to a foreign boycott, should be prohibited. So, 
in general, should refusals to deal with other U.S. firms."

He went on to say that the principle raised difficult questions about enforce 
ment, since such enforcement would depend on interpretations of a company's 
intent when it does not do business with a friendly foreign country or with 
an American company. For this reason, It is necessary that the prohibition 
apply to acts taken pursuant to an agreement to further or to support a foreign 
boycott. The secretary added that it would be necessary to provide American 
companies with "clear and realistic guidance in boycott-related situations." 
We believe that a prohibition on "acts taken pursuant to an agreement to 
comply with, further or support any boycott" would constitute clear and realis 
tic guidance.

The definition of what would constitute an agreement for the purposes 
of the Act Is a difficult one, but any such definition must take into account, 
as noted in our testimony, that

"United States law and regulation...cannot affect the right of other 
countries to accept or exclude goods or services from any source."

Secretary Vance observed that

"states do exercise their sovereign rights to regulate their commerce, 
and...have the right to control the source of their imports as well as 
the destination of their exports."

with no
exports to those countries
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In the example cited in the question, the American firm should not 
be subject to the risk of prosecution for having respected the legal 
requirements of the" importing country. ~ If, however, the firm refrains from 
doing business with blacklisted companies in other transactions unrelated to 
fulfillment of" the order destined for the boycotting country, it would violate 
the Act.

Question 2
What is your position on the exception contained in S. 69 but not 

S. 92 for compliance with the passport or immigration requirements of the 
boycotting country. By implication S. 69 would permit a company whose 
employees cannot secure a visa nonetheless to go forward with a project in 
a boycotting country. Do you support that approach or do you feel that a 
company should be required to refuse the business?

Reply: Our statement noted that corporations should be able "to require that 
an applicant for employment fulfill certain requirements—including being 
able to meet the immigration or other requirements of a country where the 
opportunity exists." During the hearings on February 22, 1977, Dr. Jack 
Carlson, testifying for the Chamber, noted that we found the provisions in 
S. 69 relating to passport and immigration regulations preferable to the 
comparable provisions in S. 92.

Question 3
Some contend that anti-boycott legislation should permit a U.S. 

company to comply with a requirement that its shipments not contain goods 
or components produced by blacklisted firms. But such an exception would 
virtually nullify the refusal to deal provisions of the legislation. Why 
should an American company be permitted to exclude goods manufactured by 
blacklisted companies in order to gain trade opportunities in a boycotting 
country? Why shouldn't American companies doing business in the Arab states 
be required to provide equal access to all companies who can meet required 
commercial standards?

Reply: If the legislation does not permit American exporters to provide 
negative certification where required by the import regulations of an im 
porting country, the likely result will be the loss of such trade opportunities 
with no apparent benefit. If the law contains a prohibition on providing such 
documentation, the successful efforts of the business community and the 
Department of State to secure voluntary changes in such documentary require 
ments by foreign governments will be undermined. Furthermore, such a prohibi 
tion would not take into account the fundamental distinction between refusing 
to use the products of a blacklisted company in fulfillment of an export 
order destined for a boycotting country, and refraining from doing business 
generally with a boycotted company as a condition of doing business with the 
boycotting country. The latter should be clearly proscribed, but the former" 
simply respects the sovereign rights of foreign countries to regulate their 
foreign trade.
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Question 4. a.
Some recommend the exclusion of foreign subsidiaries and affiliates 

from the reach of the law. But wouldn't doing so open up an enormous loop 
hole by permitting U.S. companies to source their Arab country transactions 
through their foreign subsidiaries and thus avoid U.S. law altogether?

b. If the bill were to exempt from the reach of the legislation the business 
dealings of U.S. foreign subsidiaries outside the U.S. (not their dealings with 
U.S. companies), what do you think the reaction of U.S. companies would be? 
Would they source their transactions with the Arab states wholly outside the 
United States? In other words would the economic benefits which otherwise 
would have come to the U.S. be diverted elsewhere?

Reply: The Export Administration Act should not seek to assert jurisdiction 
over foreign entities, which would place the subsidiaries and affiliates of 
American firms in the position of possible conflict with the laws or policies 
of the foreign government. The use of foreign subsidiaries in a manner 
intended to circumvent the law should, however, be prohibited.

Question 5
S. 69 would permit issuance of negative certificates of origin; S. 92 

would not. I don't believe any of you addressed this issue in your testimony, 
at least explicitly. What is your position on negative certificates of origin? 
Should they be banned?

Reply: Since the use of negative certificates of origin typically relates to 
the enforcement of a primary boycott — which advocates of the pending legisla 
tion explicitly exempt from the coverage of the Act — the National Chamber 
believes that the language contained in S. 69 permitting the issuance of 
negative certificates of origin is preferable to the comparable provisions of 
S. 92 prohibiting the use of such negative certificates.

In testimony before the Committee a number of business representatives

Reply: The National Chamber believes that the pending legislation, since it 
would prohibit American firms from complying with the import requirements of 
boycotting countries, would effectively create a counter-embargo. This would 
result in considerable loss of exports and jobs. Although the National 
Chamber has not made an effort to quantify the extent of this adverse impact, 
other witnesses presented well-documented examples of the effect such legislation 
would have on specific industries. Based on such findings, the National Chamber 
believes that the legislation could have a severe adverse impact on American 
exports and domestic employment.
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Question 7
What is the most common form of boycott compliance among the companies 

you represent? Certificates of origin? Certification that your shipments 
contain no goods or components manufactured by blacklisted firms or that the 
transaction in question did not involve a blacklisted company? Which?

Reply: We do not have this data, but several congressional committees, 
together with private organizations, have analyzed the data collected and 
released by the Department of Commerce, and these analyses are in the public 
record.

Question 8
If the pending legislation were enacted, how are the companies which 

you represent most likely to respond? What, if any, changes in their practices 
or operations are likely to ensue? Would they foreign-source their sales in 
an attempt to escape the law?

What would they do with respect to trade or investment in Israel? 
Would the prohibition on refusals to do business with Israel have a chilling 
effect on their willingness to explore business opportunities there? Would 
U.S. companies which otherwise might have explored business opportunities in 
Israel be reluctant to do so for fear that if they decided not to go forward 
after making initial exploration they might be accused of an illegal refusal 
to do business?

Reply: The information requested in this question can only be authoritatively 
provided by the companies involved, since the National Chamber has not conducted 
a survey of its membership addressing this question. Given the ambiguities 
contained in the legislation, however, it is reasonable to suggest that 
American firms which otherwise might explore business opportunities in Israel 
would refrain from doing so, since they could be considered to be in violation 
of the prohibition against refusing to deal with countries friendly to the 
U.S. if no relationship were to result from the initial exploration.

Question 9
What effect would the prohibition against furnishing information 

about whether you have or propose to have business relations with blacklisted 
firms or with the boycotted country have on your operations? Would you still 
supply lists of potential subcontractors to clients in the boycotting country? 
It's quite possible that such action would be illegal because such information 
in fact discloses whether you have or propose to have business relations with 
blacklisted firms or a boycotted country. Is this a real problem or merely 
hypothetical? Are there frequent occasions where U.S. firms supply lists of 
subcontractors or vendors for legitimate business reasons, reasons wholly 
unrelated to the boycott? It so, please describe. Have you thought about 
ways to modify this prohibition so as to avoid having it reach legitimate 
information exchange situations? Please describe all non-boycott related 
information exchange situations which might be reached by the proposed 
prohibition.
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Reply: This question can only be addressed to companies themselves, or 
by other groups more familiar with the practices of specific industries.

Question 10
What effect would the pending legislation have on U.S. companies 

actually located in the boycotting country? The bills contain no exceptions 
for compliance with local laws for companies situated in a boycotting 
country. Can that problem be dealt with without opening up an invitation 
for evasion?

Reply: The legislation, as currently drafted, would place the subsidiaries 
of American firms resident in boycotting countries in a clearly untenable 
position, since business could not be conducted without violating the law 
of the host country or of the United States. Since the subsidiary is 
organized under the laws of the host country and is expected to behave as 
a national of that country, and because the host country has a clearly 
greater interest in the behavior of foreign residents within its borders 
than the foreign country would have, the foreign resident should not be 
prohibited from complying with local law.

Question 11
The principles which you espouse are virtually identical to those 

contained in the pending legislation—no discrimination on the basis of 
race, religion, or national origin and no refusals to deal with blacklisted 
American companies. Where there appears to be disagreement is on how those 
principles can be guaranteed and to whom the legislation should apply. But 
there seems to be agreement on the basic principles. The major differences 
seem to be (a) whether the law should apply to agreements to boycott rather 
than actions in support of the boycott; (b) whether the law should apply to 
foreign subsidiaries and affiliates; (c) whether the law should permit 
American companies to exclude the goods or components of blacklisted firms 
from shipments to the boycotting country; and (d) whether the law should 
permit an exception for compliance with visa or immigration requirements. 
There are other differences, but these seem to be the main ones. Do you 
agree?

Reply: The points summarized in the question are correctly identified as 
the central Issues in the debate, and the National Chamber's position on 
these and related issues is as follows:

—to establish a violation, the law should require proof of an 
agreement to comply with, further, or support a boycott;

—U.S. firms should be able to respect and comply with the passport 
and immigration regulations of the countries in which they do 
business;

—U.S. firms should be protected from legal liability as a con 
sequence of compliance with the import and export regulations 
and requirements of foreign countries;

—the law should apply to foreign subsidiaries only to the extent 
that it would prohibit the use of subsidiaries to circumvent 
the provisions of the law;
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—reporting requirements should be simplified and consolidated; and
—the Identity of the reporting person should be kept confidential 

except in cases where violations of the law take place.

Question 12
On page 6 of your testimony, you state as a principle that "U.S. 

persons should not agree to refrain from doing business with or in the 
boycotted country as a condition of doing business in a boycotting country." 
You go on to say that "U.S. persons should not agree to refrain from doing 
business generally with other U.S. persons as a condition of doing business 
in a boycotting country." (Emphasis added.)

You seem to be placing heavy emphasis on agreeing to refrain from 
doing business. But you also state on page 6 that "any attempt by a boycotting 
country to compel persons outside its jurisdiction to modify their conduct 
in regard to a boycotted country should be opposed." (Emphasis added.) You 
also say on page 6 that it is an established principle of U.S. law and practice 
for U.S. firms not to discriminate against any potential group of employees, 
customers, or suppliers.

If, as you say, we should oppose "any" attempts to coerce U.S. firms 
to modify their behavior and if it is against U.S. principle to discriminate, 
why do you want the law to be confined to agreements to boycott or discriminate? 
Aren't you being Inconsistent?

Reply: The law must penalize actions taken pursuant to an agreement to comply 
with, further, or support a boycott in order to ensure that an act which 
takes place without reference to the requirements of a boycotting country, but 
which could be construed as consistent with a pattern of behavior complying 
with boycott requirements, would not be a violation of the law.

Question 13
On page 7 of your testimony, you state that if the law applies to 

foreign subsidiaries and affiliates, "such subsidiaries or affiliates would 
often have to make a choice between violating the law of the country where 
it is based and does business or violate the law of the parent company where 
it is located." What do you mean by that? We are aware of no foreign country 
outside the Arab League which makes it a violation of the law not to comply 
with the Arab boycott. So how would foreign subsidiaries which obey U.S. law 
against compliance with certain aspects of the boycott violate the law of a 
foreign country?

Reply: Many foreign countries have adopted formal policies which require the 
subsidiaries of foreign firms operating in their countries to behave as if 
they were nationals of the host country. If coverage of the Export Administratior 
Act were extended to the foreign subsidiaries and affiliates of American com- 
panies, those subsidiaries and affiliates would be subject to the sovereign 
power of the United States and could not behave as nationals of the host country.

85-654 O - 77 - 24
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Question 14
On page 6 of your testimony, you state that existing civil rights 

laws already generally prohibit discrimination against persons on the basis 
of race, color, religion, sex, or national origin pursuant to a boycott 
related request. But that is not quite right. The civil rights laws do 
prohibit employment discrimination, but as the Justice Department pointed 
out in testimony before this Subcommittee in 1975, "with limited exceptions, 
none of which have significant application to the present problem, Federal 
civil rights laws do not prohibit private discrimination in the selection 
of contractors or the treatment of customers." (Emphasis added.) Do you 
agree?

Reply: Boycott-related requests rarely, if ever, ask for information about 
the religious or racial composition of a corporation's management or board 
of directors, and several Arab countries have stated that the boycott is not 
directed against any particular religious or racial group, but against Israel. 
Hence, such discrimination is not at issue.

Question 15
On page 7 of your testimony, you state that the boycott reports 

should be made public only if a company is charged with a violation of 
the regulations. Why shouldn't the public have full information about the 
nature and extent of boycott demands and compliance by U.S. companies? Why 
should we perpetuate secrecy in this area?

Reply: Disclosure of the identity of firms filing boycott reports with the 
Commerce Department creates the incorrect impression that such firms are 
complying with boycott demands when, in fact, they are complying with U.S. 
law. The National Chamber believes that disclosure of reports which delete 
the name of the reporting firm would provide full information to the public. 
In the cases where a violation of the law has taken place, the identity of the 
reporting firm should be disclosed.

Question 16
On page 7 of your testimony, you appear to rest your argument in 

favor of Federal pre-emption on grounds that the regulation of foreign 
commerce is the responsibility of the Federal government. But with limited 
exceptions, most of the state statutes are based on civil rights or anti 
trust notions, not the regulation of foreign commerce. And there is ample 
precedent for state civil rights and anti-trust laws being sustained against 
Constitutional challenge. Are there better arguments for pre-emption? What 
about the diversion of business from states which do have boycott statutes 
to those which do not? Is there any evidence of that?

Reply: Although the various state and municipal laws dealing with foreign 
boycotts are based on civil rights or antitrust principles, they purport to 
affect the foreign commerce of the United States. Since that is the case, 
they should be clearly preempted by federal legislation. While business may 
have been diverted from states which have enacted antiboycott statutes to those 
which have not, the best argument supporting federal preemption rests on the 
federal responsibility to regulate foreign commerce.
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Senator STEVENSON. The next witnesses are Gerald Ullman, National 

Customs Brokers & Forwarders Association of America, Inc., general 
counsel; W. Gregory Halpin, deputy port administator of the Mary 
land Port Administration, representing the American Association of 
Port Authorities; and Gilbert M. Weinstein, vice president for inter 
national affairs, New York Chamber of Commerce and Industry.

Gentlemen, I would hope that you could summarize your statements 
in which case the full statements will be entered in the record. May 
we proceed with you, Mr. Ullman.

STATEMENT OF GERALD ULLMAN, GENERAL COUNSEL, NATIONAL 
CUSTOMS BROKERS & FORWARDERS ASSOCIATION OF AMERICA, 
INC.
Mr. ULLMAN. My name is Gerald H. Ullman. I'm general counsel of 

the National Customs Brokers & Forwarders Association of America, 
Inc., One World Trade Center, city of New York. The association is 
composed of approximately 400 licensed ocean freight forwarders and 
customs brokers. Affiliated with our group are 21 local forwarder- 
broker associations in our major ports. The combined membership of 
the national and local associations is responsible for handling the vast 
bulk of general cargo exported from the United States.

One of the forwarder's principal roles is to advise his exporter which 
port is best suited for the dispatch of his merchandise. In rendering 
such advice in the past, the forwarder concerned himself with such 
matters as inland freight costs to the pier, vessel service at the port, 
congestion and other factors that Avould determine the most efficient 
port for the movement. Within the last year, however, the forwarder 
has been required to advise his exporter with respect to a new area; 
namely, the requirements of State antiboycott laws which in varying 
degrees limit the ability of exporters to move cargo through certain 
ports. At the present time there are six States that have such laws: 
New York, Illinois, California, Massachusetts, Ohio, and Maryland. 
It is reasonable to expect other Stntes to follow.

The serious problem faced by U.S. exporters with respect to these 
State laws can best be illustrated by a specific example. Let us sup 
pose that an American supplier has a contract with an Arab purchaser 
for a large sized project movement, such as roadbuilding equipment 
or a hospital. Let us further suppose that the shipments will move 
from an Illinois plant through the ports of Baltimore and New York. 
The exporter, and probably his lawyer, and the forwarder must be 
come intimately familiar with the boycott laws of Illinois, Maryland, 
and New York, with the regulations issued thereunder and with the 
administrative interpretations and decisions by the State regulatory 
agencies and courts. This is a most onerous burden for the exporter to 
bear and when it is kept in mind that he must also be familiar with 
and comply with a Federal antiboycott law and its detailed regula 
tions, it is clear that an American exporter will-be enveloped in a mass 
of Federal and- State regulations which hinder and obstruct his abil 
ity to sell his product overseas. Our foreign competitors suffer no 
such impediment.

If I can interpolate for just a second on that, one certification that 
is usually required in every shipment to Arab consignees is by the ves 
sel. That is, the vessel certifies that it is not under any Arab blacklist.
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That's a standard certification. Well, that certification is probably un 
lawful in the State of New York. It would probably be permitted in 
the State of Maryland. I don't know, Senator Stevenson, what it would 
be in Illinois. Under our Federal law, it would be considered a restric 
tive trade practice which is reportable, not prohibited but reportable, 
and it would have to be reported by not only the exporter but the for 
warder, the ocean carrier and the bank that's maybe handled the letters 
of credit. So you have four different agencies reporting that same 
transaction.

The sale of pur merchandise to foreigners involves the movement of 
goods in our interstate and foreign commerce and our relationships 
with other nations. We believe this to be a matter of Federal concern 
exclusively and not an area for nonuniform State regulation. A single, 
national policy to be applied uniformly to all citizens of the United 
States is obviously required. We recommend strongly, therefore, that 
any Federal enactment should include a preemption clause which would 
make inapplicable any State law or regulation on boycotts.

Thank you very much.
Senator STEVENSON. Thank you, sir.
Mr. Halpin.

STATEMENT OF W. GREGORY HALPIN, DEPUTY PORT ADMINIS 
TRATOR OF THE MARYLAND PORT ADMINISTRATION, REPRE 
SENTING THE AMERICAN ASSOCIATION OF PORT AUTHORITIES
Mr. HALPIN. Mr. Chairman, gentlemen, my name is W. Gregory 

Halpin. I'm the deputy port administrator of the Maryland Port Ad 
ministration but appear before you this morning in my capacity as 
chairman of the Committee XI of the American Association of Port 
Authorities.

You have our statement and I will simply highlight it, first, by say 
ing that the American Association of Port Authorities is an organiza 
tion comprised of port authorities both public and private of the 
Western Hemisphere. On matters affecting U.S. legislation, only 
American members of the association vote. And in line with that, the 
association has passed a resolution which we call Eesolution F-22 
which was passed to deal with the matter of boycotts and which 
strongly endorses antidiscrimination legislation; it also strongly 
endorses Federal preemption of State laws dealing with restrictive 
trade policies and practices. Of course you're well aware of the num 
ber of States that have introduced legislation, including my own State 
of Maryland.

I might add, and we have given some examples in our testimony to 
some of the problems which we feel we'll be faced unless Federal leg 
islation preempts State legislation in this area, we reemphasize again 
our strong support of the Federal legislation.

Questions which the association addressed to itself as its convention 
when Resolution E-22 was passed, were for instance: What effect has 
the law of Ohio had on foreign discriminatory boycotts other than to 
make shippers apprehensive about using the Port of Cleveland to 
ship goods to a nation espousing such a boycott, even though that 
shipper may not have agreed to do one discriminatory activity ? Why 
should shippers in a large State with many excellent ports, such as
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California, divert the cargoes to ports thousands of miles away for 
no other reason than uncertainty over a State antiboycott law being 
challenged in Federal court for its constitutionality and not even 
being enforced by State officials? How many shippers or steamship 
lines have been charged for violating the State antiboycott laws ?

The questions could go on, Mr. Chairman, and understandably 
shippers are uneasy knowing that they could be fined $50,000 under 
the Maryland boycott law for doing an act which has no fine under 
the Massachusetts law or for which there is no law in Virginia. I 
could go on with this litany of conflicting legislation, but let it suffice 
to say that no two State boycott laws are identical in their scope or 
penalty.

The AAPA wants all ports to be on an equal footing in this matter; 
moreover, I am told that there is a constitutional obligation on the 
Congress to insure nonpreference to any port as a result of a congres 
sional action—a situation which can only be preventive in this case, 
in my opinion, by preempting existing State laws on this subject. The 
States which have passed boycott laws should be commended for pro 
tecting their citizens prior to congressional action on this matter, but 
they should also be aware of the fact that the Congress has a duty 
to preempt State statutes when they are in conflict with the absolute 
nowers of the Federal Government or contribute very little to the 
problem to be solved. Recent examples of congressional preemption
- -f State law are the Federal Election Campaign Act of 1971 and the 
Employee Retirement Income Security Act of 1974. As a personal 
note, I might add that I am proud to state that the attorney general 
of my own State of Maryland testified earlier today on this matter 
of preemption which he strongly favors. Although Resolution E-22 
was unanimously passed by the AAPA in convention assembled, I
•vill be very 'frank with the committee and tell you that my appear- 
"."ice before you today is over the opposition of certain members of 
Committee XL These few dissenting members are from States not 
''aving boycott laws and who are incidentally doing a large volume of 
business with the Middle East. These dissenting positions do not 
weaken the AAPA position, but rather I feel exemplifies the need 
for preemption.

I am pleased to telf the committee that the AAPA's position on 
preemption has received the endorsement of the Maritime Adminis 
tration and we were most gratified to note the comments of the Presi 
dent of the United States, who on February 9, 1977 stated at the 
Department of Commerce his concern over these conflicting State 
boycott laws:

. . . we also need to have as a last thing (in any Federal boycott law) uni 
formity among the different States of the Nation in dealing with the (boycott).

Therefore I would urge the committee to recognize a responsibility 
to insure effective but equal application of the bill reported to the 
Senate and see that the ports of the Nation having antiboycott laws 
are not burdened by enactment of a Federal law lacking clear pre 
emption language. We therefore sincerely request the committee to 
adopt the 'following amendment:

The provisions of this Act. and of rules prescribed under this Act, supersedes 
and preempts any provision of state law with respect to restrictive international 
trading practices and discriminatory boycotts.
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We appreciate the attention that you have given to us today. Thank 
you.

Senator STEVENSON. Thank you, sir. 
[The complete statement follows:]
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STATEMENT OF W. GREGORY HALPIN, CHAIRMAN, COMMITTEE XI OF THE
AMERICAN ASSOCIATION OF PORT AUTHORITIES, INC. ON S.69 AND S.92
BEFORE THE INTERNATIONAL FINANCE SUBCOMMITTEE OF THE SENATE

BANKING, HOUSING AND URBAN AFFAIRS COMMITTEE
FEBRUARY 22, 1977

Good morning. My name is W. .Gregory Halpin. I am Deputy 

Administrator of the Maryland Port Administration (MPA) but appear 

before you this morning in my capacity as Chairman of Committee XI 

of the American Association of Port Authorities (AAPA).

I sincerely appreciate this opportunity to testify before 

the Committee on behalf of Committee XI of the APPA on these two 

important bills. I am accompanied this morning by Mr. Richard L. 

Schultz, Executive Director and Treasurer of the AAPA.

Our testimony this morning will be confined to Titles II 

of both bills, which in amending the Export Administration Act 

establish prohibitions on compliance with foreign boycotts —— a 

matter of great concern to our Association.

The AAPA is an organization comprised of Port Authorities, 

both public and private, of the Western Hemisphere with a predom 

inant American membership. Since our founding in 1912, the Assoc 

iation has attempted to forge bonds of friendship between members, 

exchange mutually beneficial information regarding innovative Port 

technology, and also increase public awareness of our organization.
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As a national body we can frankly and objectively address those 

issues of concern to all Ports, without regard to regional in 

terests. As a vital entity of AAPA, Committee XI is charged by 

the By-Laws as follows:

Shall undertake activities appropriate in the 
expansion of foreign trade and the movement of ex 
port and import commerce, in legislative matters 
designed to promote international trade and shall 
cooperate with other organizations and with federal 
departments, and shall collect data relating to the 
promotion of international trade, advise members in 
regard thereto, and when so authorized shall take 
appropriate action in respect to legislative and 
administrative matters in this field of activity.

The membership of Committee XI is composed of Port Authority 

officials from the East and West Coast, the Gulf and the Great Lakes.

On January 1, 1976, a law went into effect in New York State, 

popularly called the anti-boycott act or the Lisa Law, which attempted 

to protect the citizens of New York from discriminatory trading 

practices imposed on American corporations by foreign governments. 

This law was premised on the belief that secondary and tertiary boy 

cotts were being imposed upon Americans as a condition for doing 

business with these foreign governments —— particularly those of the 

Middle East who consider themselves in a state of war with Israel. 

The New York law purported to have jurisdiction over any business 

transaction which resulted in discrimination based on race, religion
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or sex. Within a few months, the legislatures of other States be 

came aware of this law and proceeded to pass similar bills. The 

Congress was not idle; during the course of hearings last year on 

bills before this Committee and in the House, a keen awareness of 

the existence and concern for ending these patently unfair trading 

devices was evidenced. The Department of Commerce reporting re 

quirements for participation in these boycotts was revealed as both 

inadequate and easily misunderstood by the public; yet, by the time 

the Senate and the'House passed different anti-boycott bills, pro 

cedural difficulties caused the Session to end without action on 

this serious problem.

During 1976, four States enacted anti-boycott laws —— Mary 

land, California, Ohio and Massachusetts (Illinois has had a law 

dealing with this general area in effect since 1965). Even if one 

accepts the authority of these States to legislate in this area —— 

a proposition which has severe constitutional questions —— other 

questions are easily raised. The AAPA recognized these problems at 

its annual convention and clearly saw such a proliferation of State 

laws would bring about confusion and fear to the shipper using Ports 

in a State with an anti-boycott law, as well as disrupt established 

competitive Port relationships. These other questions troubled 

the convention:
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What effect has the law of Ohio had on foreign 
discriminatory boycotts other than to make shippers 
apprehensive about using the Port of Cleveland to 
ship goods to a nation espousing such a boycott, even 
though that shipper may not have agreed to do one 
discriminatory activity?

Why should shippers in a large State with many 
excellent Ports, such as California, divert the cargoes 
to Ports thousands of miles away for no other reason 
than uncertainty over a State anti-boycott law being 
challenged in Federal Court for its constitutionality 
and not even being enforced by State officials?

How many shippers or steamship lines have been 
charged for violating the State anti-boycott laws?

The questions could go on Mr. Chairman, and understandably 

shippers are uneasy knowing that they could be fined $50,000 under, 

the Maryland Boycott law for doing an act which has no fine under 

the Massachusetts law or even no law in Virginia. I could go on 

with this litany of conflicting legislation, but let it suffice to 

say that no two State boycott laws are identical in their scope or 

penalty.

With the above in mind, the AAPA unanimously passed Resolution 

E-22 (attached) which endorses federal preemption of State laws deal 

ing with restrictive trade practices and boycotts. The AAPA clearly 

recognizes that unless strong anti-boycott legislation such as 

S.69 or S.92 contains language preempting these State laws, those
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States having such laws will ironically become "discriminated 

against" because of their existence. The AAPA wants all Ports 

to be on an equal footing in this matter; moreover, I am told 

that there is a constitutional obligation on the Congress to 

ensure non-preference to any Sort as a result of a Congressional 

action (Article I, Section 9, Clause 6) —— a situation which can 

only be prevented in this case, in myNTOinion, by preempting ex 

isting State laws on this subject. The States which have passed 

boycott laws should be commended for protecting their citizens 

prior to Congressional action on this matter, but they shouidalso 

be aware of the fact that the Congress has a duty to preempt State 

statutes when they are in conflict with the absolute powers of the 

Federal Government or contribute very little to the problem to be 

solved. Recent examples of Congressional preemption of State law 

are the Federal Election Campaign Act of 1971, the Magnuson-Moss 

Warranty Act, and Employee Retirement Income Security Act of 1974. 

As a personal note I might add that I am proud to state that the 

Attorney General of my own State of Maryland will testify before 

this Committee on behalf of preemption. Although Resolution E-22 

was unanimously passed by the APPA in Convention assembled, I will 

be very frank with the Committee and tell you that my appearance
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before you today is over the opposition of certain members of 

Committee XI. These few dissenting members are from States not 

having boycott laws and who are incidentally doing a large volume 

of business with the Middle East. These dissenting positions do 

not weaken the AAPA position, but rather I feel exemplifies the 

need for preemption.

I am pleased to tell the Committee that the AAPA's position 

on preemption has received the endorsement of the Maritime Admini 

stration and we were most gratified to note the comments of the 

President of the United States, who on February 9, 1977 stated at 

the Department of Commerce his concern over these conflicting State 

boycott laws: "... we also need to have as a last thing (in any 

federal boycott law) uniformity among the different States of the 

Nation in dealing with the (boycott)."

Therefore, I would urge the Committee to recognize a re 

sponsibility to insure effective but equal application of the of 

the bill reported to the Senate and see that the Ports of this Nation 

having anti-boycott laws are not burdened by enactment of a federal 

law lacking clear preemption language. We therefore sincerely 

request the Committee to adopt the following amendment:
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"The provisions of this Act, and of rules prescribed 

under this Act, supersedes and preempts any provision of State 

law with respect to restrictive international trading practices 

and discriminatory boycotts."

Thank you ahd I will be glad to answer any questions 

you might have.
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THE AMERICAN ASSOCIATION OF PORT AUTHORITIES, INC.

(Unanimously passed)

NO. E-22

ENDORSING FEDERAL PREEMPTION OF STATE LEGISLATION DEALING WITH 
RESTRICTIVE TRADE PRACTICES OR BOYCOTTS

• WHEREAS, there has teen a proliferation of State legislation 
dealing with compliance with foreign restrictive trade practices 
and boycotts; and

WHEREAS, the existence of such State legislation has caused 
disruption of established competitive'port relationships with 
concomitant adverse economic effects on those port regions exper 
iencing trade dislocations; and

WHEREAS, it has been declared U.S. policy to oppose restric 
tive trade practices or boycotts imposed by foreign countries 
against other countries friendly to the U.S.; and

WHEREAS, State legislation in this field conflicts with Fed 
eral constitutional powers to regulate U.S. international com 
merce;

NOW, THEREFORE, BE IT RESOLVED that The American Association 
of Fort Authorities urges the enactment of a United States statute 
establishing a single, uniform national policy dealing with re 
strictive trade practices or boycotts fostered or imposed by for 
eign countries against other countries friendly to the U.S. or 
against any domestic concern or person and reaffirming Federal 
preemption of State regulation in this area; and

BE IT FURTHER RESOLVED that the Executive Director and Com 
mittee XI, Port Commerce, are hereby authorized to take such 
action as may be necessary to accomplish the objectives of this 
Resolution.



377

STATEMENT OF J. L. STMJTON, MARYLAND PORT ADMINISTRATOR 
AT THE HEARINGS ON S.69 AND S.92 BEFORE THE INTERNATIONAL 
FINANCE SUBCOMMITTEE OF THE SENATE, BANKING, HOUSING AND 

URBAN AFFAIRS COMMITTEE 
FEBRUARY 22, 1977

Thank you Mr. Chairman. I am J. L. Stanton, the Port 

Administrator of the Maryland Port Administration (MPA) and I 

sincerely 'appreciate this' opportunity to- testify in support of 

S.69 and S.92, particularly Title II of both bills.

The Maryland Port Administration, a division of the 

Maryland Department of Transportation, is a state agency charged 

with the responsibility for developing facilities for the move 

ment of export and import traffic through the Port of Baltimore 

and elsewhere within the waters of the state. In carrying out 

these responsibilities, the Administration owns or leases five 

of the ten major international cargo terminals located in the 

Baltimore Harbor. Cargo enters and leaves the Administration's 

terminals and facilities via four railroads, approximately one 

hundred fifty truck lines, and eighty-three steamship lines. The 

MPA has six national and international field offices to solicit 

cargo and facilitate the flow of commerce through our Port.
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The MPA has made a substantial investment in port 

development, maintenance and modernization representing in 

excess of $150,000,000 in public tax and bond monies for the 

years 1956 - 1975 and $54,000,000 in projected expenditures for 

the years 1976 - 1981. The Administration is authorized to 

participate in proceedings before Federal and State Regulatory 

Agencies.

We are pleased to have this opportunity to present our 

views to this Committee which is addressing itself to a most 

serious problem. Since 1973, the imposition of secondary and 

tertiary boycotts and other restrictive trading practices by 

certain nations doing business in the United States has caused 

serious concern to all those involved in international commerce. 

As an agency in daily contact with vessels, goods, and peoples 

of all nations, we have attempted, and I believe succeeded, in 

according them equal treatment, courtesy and respect. We were 

therefore repelled by the knowledge that these odious and 

discriminatory conditions were being imposed by certain foreign 

entities as a condition for doing business. At the time these 

practices began to increase in both number and scope, there 

existed as .a remedy only the Regulations issued by the Department 

of Commerce pursuant to authority granted in the Export Adminis- 

• tration Act of 1969. These Regulations merely represented an
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sin after-the-fact reporting of compliance with restrictive 

trading practices.

Therefore, more than a year ago a growing determination 

and concern for the protection of Americans' civil rights and 

American corporations' business rights began to manifest itself. 

It was apparent to many that a federal solution was necessary to ' 

cure those instances of discrimination surrounding this inter 

national trade; yet, the Congress properly proceeded cautiously 

and in the final analysis was unable to resolve their legislative 

differences.

However, state legislatures began to act in order to 

protect their citizens. Most state bodies recognized that federal 

action was necessary in view of the U.S. Constitution and federal 

iscu,2? but legislatures of many states, including Maryland, passed 

anti-boycott bills, of which six are now in effect. Two other 

state laws appear to be on the verge of being passed and going 

into effect. When the Maryland anit-boycott law was before our 

legislature, the MPA opposed its enactment. The reason for this

I/Article I, Section 1, Section 8, Article IV, Section 1, the 
XlVth Amendment; Section 19 of the Merchant Marine Act, 1920, 

(46 USC 876).

85-654 O - 77 - 25
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opposition was based not against the laudable ends of the bill 

which we recognized and enthusiastically supported, but rather 

the means. It was and remains our belief and fear that a 

state-by-state piecemeal approach to this serious national 

problem will not be effective and will serve to discriminate 

against the ports of those states with laws when large amounts 

of cargo are being diverted to adjoining states without such 

statutes. It is no secret, Mr. chairman, that we are talking 

about trade with the nations of the Middle East •—— trade which 

represents the newest and largest business opportunity in many 

years. The cargoes moving in this trade are very high value both 

in port economic impact and labor-intensive usage.

The Port of Baltimore has been handling a large amount of 

cargo to the Middle East nations and possesses the best regularly 

scheduled direct ocean service to those countries of all U.S. Ports. 

Simply stated, we do not want the Ports of Baltimore, New York, 

Boston, Cleveland, Chicago, San Francisco, Oakland, Los Angeles and 

other smaller ones to suffer the. aftereffect of state laws enacted 

with the best of intentions. Therefore, you can be assured that our 

support for strong anti-boycott bills such as S.69 and S.92 is 

echoed by many other segments of the port industry —— labor, 

management, public agencies and financial institutions.
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Although we support S.69 or S.92 as introduced and be 

lieve that the provisions of Title II thereof will be an 

adequate and effective weapon in fighting foreign discriminatory 

trading practices, there is one essential element of the bill that 

appears to be missing. This missing element is a preemption clause 

for the existing state anti-boycott laws I have just mentioned. 

This fact was recognized and discussed by you Mr. Chairman, and 

other Senators on the floor of the Senate last fall, while debating 

S.3084. Why, one might ask, would we appear in support of such 

an amendment when we have stated we are proud and satisfied that 

Maryland has an anti-boycott law on the books? Our position is 

based on our belief —— a belief shared incidentally by the 

Attorney General of Maryland —— that with six state laws in 

existence, the time has come for a single strong federal solution 

to this problem and we believe either of the bills before you 

satisfy this problem. Instead of six solutions to this problem, 

we have in effect six conflicting approaches attempting to reach 

the same goal. In the final analysis, we have Mr. Chairman, six 

laws, no two of which are the same, and a shipper using the business 

resources and ports of these states is confronted with six very 

confusing statutes varying in their purported scope and regulations
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.with fines ranging from $500 to $50,000. To illustrate this 

dilemma, I would like to submit to the Committee (attached, 

Appendix A) a copy of each of these laws. The Maryland legis 

lature recognizes the need for a national bill by its current 

consideration of a Joint Resolution on this subject (attached, 

Appendix B) and various national port organizations of which 

the MPA is a member —- such as the American Association of 

Port Authorities and the North Atlantic Ports Association -— 

have passed Resolutions urging a national remedy for this serious 

problem (attached, Appendix C).

Recognizing these facts, I would urge this Committee to 

insert in S.69 or S.92 an amendment along the lines of the one 

we have prepared (attached, Appendix D). I believe this would 

bring about a strong unified approach to this problem and ensure 

that the citizens, the business interests and the ports of those 

states which have had the courage to act in this area, do not 

ironically become the victims of confusion and trading discrimin 

ation once S.69, S.92 or another bill is enacted.

Thank you for your attention. I will be glad to answer 

any questions.
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APPENDIX A

Assembly Bill No. 3080

CHAPTER 1247

An act to add Sections 16721 and 16721.5 to the Business and 
Professions Code, relating to discriminatory trusts and restraints of 
trade.

'[Approved by Governor September 27, 1976. Filed with 
Secretary of State September 27, 1976.]

LEGISLATIVE COUNSEL'S DIGEST 
AB 3080, Berman. Trusts; restraints of trade. 
Existing law does each of the following:
(a) Prohibits the disqualification of a person from entering or 

pursuing a business, profession, vocation, or employment because of 
sex, race, creed, color, or national or ethnic origin.

(b) Declares all persons to be free and equal, irrespective of sex, 
race, color, religion, ancestry, or national origin, and entitled to full 
and equal accommodations, advantages, facilities, privileges, or serv 
ices in all business establishments.

(c) Prohibits discrimination because of race, color, religion, na 
tional origin, or ancestry in housing accommodations, or in the terms, 
conditions, or privileges of any publicly assisted housing accommoda 
tions.

(d) Declares that the opportunity to seek, obtain, and hold em 
ployment without discrimination because of race, religious creed, 
color, national origin, ancestry, physical handicap, or sex is a civil 
right and prohibits employers generally from refusing to hire, em 
ploy, or train persons because of race, religious creed, color, national 
origin, ancestry, or sex.

(e) Prohibits discrimination in the employment of persons upon 
public works because of race, color, national origin or ancestry, or 
religion.

(f) Guarantees equal protection of the law in respect to state 
action. .

This bill, in addition, would make it an unlawful trust and an 
unlawful restraint of trade for any person, business, or governmental 
agency to grant or accept any letter of credit, or to enter into any 
contract for the exchange of goods or services, which contains any 
provision requiring -discrimination on the basis of sex, race, color, 
religion, ancestry, or national origin, or on the basis of a person's' 
lawful business associations; or to refuse to grant or accept any letter 
of credit, or to refuse to enter into any contract for the exchange of 
goods or services, on the ground that it does not contain such a 
discriminatory provision.

The bill would also prohibit, as an unlawful conspiracy against 
trade, the exclusion of any person from a business transaction on the
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basis of a policy expressed in any document or writing and imposed 
by a third party where such policy requires discrimination against 
that person on the basis of the person's sex, race, color, religion, 
ancestry or national origin or on the basis that the person conducts 
or has conducted business in a particular location.

A violation of such provisions would constitute a crime.
This bill would provide that no appropriation is made for reim 

bursement of local agencies for costs incurred by them pursuant 
thereto because the Legislature recognizes that during any legisla 
tive session a variety of changes to laws relating to crimes and infrac 
tions may cause both increased and decreased costs to local 
government entities and school districts which, in the aggregate, do 
not result in significant identifiable cost changes.

The people of the State of California do enact as follows:

SECTION 1. Section 16721 is added to the Business and 
Professions Code, to read:

16721. Recognizing that the California Constitution prohibits a 
person from being disqualified from entering or pursuing a business, 
profession, vocation, or employment because of sex, race, creed, 
color, or national or ethnic origin, and guarantees the free exercise 
and enjoyment of religion without discrimination or preference; and 
recognizing that these and other basic, fundamental constitutional 
principles are directly affected and denigrated by certain on-going 
practices in the business and commercial world, it is necessary that 
provisions protecting and enhancing a person's right to enter or 
pursue business and to freely exercise and enjoy religion, consistent 
with law, be established.

(a) No person within the jurisdiction of this state shall be excluded 
from a business transaction on the basis of a policy expressed in any 
document or writing and imposed by a third party where such policy 
requires discrimination against that person on the basis of the 
person's sex, race, color, religion, ancestry or national origin or on the 
basis that the person conducts or has conducted business in a 
particular location.

(b) No person within the jurisdiction of this state shall require 
another person to be excluded, or be required to exclude another 
person, from a business transaction on the basis of a policy expressed 
in any document or writing which requires discrimination against 
such other person on the basis of that person's sex, race, color, 

f religion, ancestry or national origin or on the basis that the person 
conducts or has conducted business in a particular location.

(c) Any violation of any provision of this section is a conspiracy 
against trade.

(d) Nothing in this section shall be construed to prohibit any 
person, on this basis of his or her individual ideology or preferences, 
from doing business or refusing to do business with any other person
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consistent with law.
SEC. 2. Section 16721.5 is added to the Business and Professions 

Code, to read:
16721.5. It is an unlawful trust and an unlawful restraint of trade 

for any person to do the following: - ,
(a) Grant or accept any letter of credit, or other document which 

evidences the transfer of funds or credit, or enter into any contract 
for the exchange of goods or services, where the letter of credit, 
contract, or other document contains any provision which requires 
any person to discriminate against or to certify that he, she, or it has 
not dealt with any other person on the basis of sex, race, color, 
religion, ancestry, or national origin, or on the basis of a person's 
lawful business associations.

(b) To refuse to grant or accept any letter of credit, or other 
document which evidences the transfer of funds or credit, or to 
refuse to enter into any contract for the exchange of goods or 
services, on the ground that it does not contain such a discriminatory 
provision or certification.

The provisions of this section shall not apply to any letter of credit, 
contract, or other document which contains any provision pertaining 
to a labor dispute or an unfair labor practice if the other provisions 
of such letter of credit, contract, or other document do not otherwise 
violate the provisions of this section.

For the purposes of this section, the prohibition against 
discrimination on the basis of a person's business associations shall be 
deemed not to include the requiring of association with particular 
employment or a particular group as a prerequisite to obtaining 
group rates or discounts on insurance, recreational activities, or other 
similar benefits.

For purposes of this section, "person" shall include, but not be 
limited to, individuals, firms, partnerships, associations, corporations, 
and governmental agencies.

SEC. 2. Notwithstanding Section 2231 of the Revenue and 
Taxation Code, there shall be no reimbursement pursuant to this 
section rior shall there be any appropriation made by this act because 
the Legislature recognizes that during any legislative session a 
variety of changes to laws relating to crimes and infractions may 
cause both increased and decreased costs to local government 
entities which, in the aggregate, do not result in significant 
identifiable cost changes.
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38 § 50-1 CIIAPTEB 38 — CRIMINAL LAW AND PROCEDURE P, 1950
AERIAL EXHIBITIONS

AN ACT relatlug to safety devices for protection 
of aerial exhibitors. Approved Aug. 28. 19fi3. 
L.1963, P. 3*53.

. Re it ciwntcd by the People of the State uj Illinoit,repretenicd in the General Assembly:
60—1. Necessity of Rifely net or other safety 

device.] § l. Mo person shall participate In a 
public performance or exhibition, or in a prlviue 
exercise preparatory thereto, on a trapeze, tight 
rope, wire, rings, ropes, poles, or other aerial ap 
paratus which requires skill, timing or balance 
and v.'hfcfi creates a substantial risk to himself or 
others of serious injury by a fall from a height in 
excess of 20 feet, unless a safety net or oili<?r safety/,.? 
dftvico of simitar purpose' and construction is.; 
placed h«tweeu such person and the ground in such 1; 
manner as to arrest or cushion hla Call and minimize'; 
the risk of such injury. ; 4.

50—2. Authorization at permission to partici 
pate without lift—Prohibition.] § -2. No owner, 
agent, lessee or other person in control of operations 
of a circus, carnival, fair or other public place of as 
sembly or amusement shall authorize or permit 
participation in an aerial performance, exhibition 
or private exercise in violation of Section 1 of this 
Act! 

l Section SO—1 of this chapter.
SO—3.. 5 3. Sentence^) Violation Of this Act 

Is a Class A misdemeanor. 
Amended by P.A. 77-2651. ! 1. eff. Jan. 1. 1373.,

Sec. 
60—31,

\ CONTAINERS 
Act of Aug. 3. 1965

Sale of products fn obliterated containers 
—prohiMtion--Exceplion-

50—32. Utilization of used containers—requi 
sites.

50—33. Sentence. . • .
50—34. Construction. -. ....

AN ACT In relation to the use of containers and the 
labeling thereon. Approved Aug. 3, 1965. L. 
19C5. p. 2469,

Be it enaetcd by the Pcoplc\of ihc Slate o 
repreyentcd m the Uciicrui A^cwily:

CO—31. finlo of products in obliterated con- 
tnlners-^-lVohibition—Kxccjuiim. J S 1. No per 
son shall st-ii or offer for sale any product, article 
or substancV in a coni.-.incr on which any state 
ment of WL-tclit, quantity, duality, snide, ingredi 
ents or iri publication ot' the manufacturer, sup 
plier or processor is obliterated by any other la 
beling Unless such other labeling correctly restates 
any sucljf obUtci-AU-U stau-monl.

This Section does not apply to.any obliteration 
which Is done in order to comply with Section 2 of 
this Act.i ; 

i Section SO—3: ot thl.i chnpirr. \ 
>

HO—B2. riilfuition of used rtmtalm-rs—Kequl- 
clteu.) I 2. No person Fliall utilize any used con 

tainer for the- pun\se of sale of,a'ny product, article 
or substance unlr=s\he oripnal marks of identifica 
tion, weight, trratio, quality: and quantity have first 
been obliterated. ^ f

50—33. I 3. Sentence.) Violation of any 
provision of this/Act Isx a business offense for 
which a fine £)iall be fan posed not to exceed 
$1.000- ,'" ^ 
Amended by L<A. 77-2652, 3 1. eff. Jan. 1. 1973.

.-,0—34. ''onstnictioii.] S 4. This Act shall 
not be construed as permitting the use of any con 
tainers or labels la a manner prohibited by any 
other law.

SOLICITATION; CONSPIRACY AND ATTEMPT

Sec. 
60—1. 
60—2. 
60—3. 
€0—4. 
CO—5, 
60—6.

ANTITRUST ACT 

Act of July 21, 1965

• Short title. 
Purpose.
Violations— Enumeration. 
Definitions. 
Exceptions. 
Violations — Punishments — - Prosecu 

tions.
Civil actions and remedies. 
Personal service.
Investigation by Attorney General. 
Service o.f subpoena. 
Examination of witnesses. 
Fees and mileage.
Failure or refusal to obey subpoena. 
Incriminating testimony. 
Action by state, counties, municipali 

ties, etc. for damages. 
Action not barred as affecting or In 

volving Interstate or foreign com 
merce. 

Judgment or decree as prima facie evi 
dence in action for damages. 

Violation as conspiracy at common law. 
Savings clause. 
Construction of federal anti-trust law.

. ACT to prohibit certain contracts, combina- 
tlor.a, monopolies and conspiracies in res: mint ot 
trade or commerce; to txompt certain actlvitiei 
from the provisions of tin- Act; to provide crim 
inal penalties and civil roiacdtes for violations of 
the Act; and to repeal certain Acts thort-ia 
named. Approved July 21, 1965. L.I 9 1! a. P-

Ite it enacted by the People of the State o/ /i/i«w*> represented in the General Assembly;

GO—1. Short title.] $ 1. This Act shall be 
known and may be cited as the Illinois Antitrust 
Act.

00—3. Piirpusc.] -| 2, The purpose of lh'* 
Act is to promote the unhampered growth ot' com 
merce anil industry throughout the State by !'">- 
hiblting restraints ot trade which ore securr>l 
through monopolistic or olicarchlc practices auJ 
which act or tend, to act to decrease competition be*

60 — 7. 
€0 — 7.1 
60 — 7.2 
60- — 7.3 
60 — 7.4 
60- — 7.5 
60- — 7.6 
60-7—7.7 
60' — 7.8

CO — 7.9

60- — S.

60 — 9. 
60- — 10. 
CO- — 11.
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P. 1951 C1XAPTEU 33 —CK1MINAL LAW AND PROCEDURE 38 § 60-5

twcfn and among persons engaged In commerce and "Commodity" shall mean any kind of real or per* 
trade, whether In manufacturing, distribution. sonal property, 
financing, and service industries or in related for-
profit pursuits. , "Service" shall mean any activity, not covered by

•Vine definition of "commodity." which Is performed 
Ev-/ in whole or In part for the purpose of financial

,

• 00—3. Violations—Enumeration.) 5 3. Ev., 
t/ery person shall be ueem»M to have committed a vio 

lation of this Act why shall:
(1) Make any contract with, or engage in any 

combination or conspiracy with, any other person 
who is. or but for a prior agreement would be, a 
competitor of such person:

a. for tlio purpose or with the effect of fixing, 
controlling, or maintaining the; price cr rate charg 
ed, for any commodity sold or bought by the parties 
thereto, or the fee charged or paid for any service 
performed or received by the parties thereto;

b. fixing, control'.ins, maintaining, limiting, or 
discontinuing the producfion. manufacture, mining, 
sale or supply of any commodity, or the sale or 
supply of any serv'co, for the purpose or with the 
effect stated in paragraph a. of subsection (1);

c, allocating or dividing customers, territories, 
supplies, sales, or markets, functional or geo 
graphical, for any commodity or service; or

(2) By contract, combination, or conspiracy with 
one or more other persons unreasonably restrain 
trade or commerce; or

(3) Esiablish, maintain, use, or attempt to ac 
quire monopoly power over any substantial part of 
trade or commerce of this Plate for the purpose of 
excluding competition or of controlling, fixing, or 

•maintaining prices in such trade or commerce; or
(4) Lease or make a sale or contract for sale of 

goods, wares, merchandise, machinery, supplies, or 
other commodities, or services, whether patented 
or unpatented, for use, consumption, enjoyment, or 
resale, or fix a price charged thereof, or discount 
from, or rebate upon, such price, on the condition, 
agreement, or unuew.nccting that the lessee or 
purchaser thereof shall not use or deal in the 
goods, wares, merchandise, machinery, supplies, or 
other commodity or norvice of a competitor or 
competitors of the lessor or seller, where the effect 
of such leaso. sale or conlract for such sale or such 
condition, agreement, or understanding may be to 
substantially lessen competition or lend to create a 

*» monopoly In any line ot commerce; or ' ^^

,^ (5) Being an employe*;, officer or agent of anyf^ 
'foreign government, or an employee, officer orlj 

agent of a corpora'-ici t-r other tr.iity •v'uic'u noes a 
business with or st't-Vs in (io business with any fyr-S 
eign government or instrumentality thereof; en-p. 
force, attempt to enforce, asrce to or take action 1 
to for\v;'ni the aims o(, any discriminatory practice

gala.
"Service" shall not be deemed to Include labor 

which Is performed by natural persons as employees 
of others.

"Perso'n" shall mean any natural person, or any 
corporation, partnership, or association of persons.

GO—5. Exceptions.] S 5. No provisions of 
this Act shall be construed to make illegal:

(1) the activities of any labor organization or of 
individual members thereof which are directed sole 
ly to lahor objectives which are legitimate under 
the laws of either the State of Illinois or the United 
States;

(2) the activities of any agricultural or horti 
cultural cooperative organization, whether incor 
porated or unincorporated, or of indi v <dual mem 
bers thereof, which are directed solely to objectives 
of such cooperative organizations which are legiti 
mate under the laws of.either the State of Illinois 
or the United States;

(S) the activities of any public utility as defined 
In Section 10.3 of the Public Utilities Act 1 to the 
extent that such activities arc subject to the juris 
diction of the Illinois Commerce Commission, or to 
the activities of telephone mutual concerns referred 
to in Section 10.3 of the Public Utilities Act to the 
extent such activities relate to the providing and 
maintenance of telephone service to owners and 
customers;

(4) the activities (Including, but not limited to, 
the making of or participating In joint underwrit 
ing or Joint reinsurance arrangement) of any In 
surer, insurance agent, insurance broker, independ 
ent Insurance adjuster or rating organization to 
the extent that such activities are subject to regu 
lation by the Director of Insurance of this State 
under, or are permitted or are authorized by, the 
Insurance Code or any other law-of this State;

(5) the religious and charitable activities of any 
not-for-profit corporation, trust or organization es 
tablished exclusively for religious or charitable pur- 

eposes, or for both purposes;
(6) thrt activities of any not-for-profit corpora 

tion, organized to provide telephone service on A 
rautuc.! or co-operative basis or electrification on a 
co-operative basis, to the extent such activities re 
late to the marketing and distribution f-f telephone 

, cr electrical service to owners and customers;to forvri-M the aims o(. any discriminatory practice f "* -»•*«»••• •" •"- «* «-.»..» .uu ,.»«»».«.. 
by the forvl;;n «overii.iirru which is based on rr.co. '\ (7) the activities enpa^cd in by securities deal- 
color. creed, national ar.c-?stry or s« or on ethnic fers who are (0 licensed by the State of Illinois or 

-. , 
or religions grounds.
condiict, or a?r«mepi lakes place in whole or in 
part within *the United Struts and affects business 
in this State. 
Amended by P.A. 79-565. i 1, elf. Oct. 1. 1975.

uch conduct, course tif V(H) members of the National Association of Securl-
,ic-s Dealers or (Hi) members of any National Se- 
iiritles Exchange registered with the Securities and 
xchangc Commission' under the Securities Ex- 
k:u>gt- Act of li'3-1. as amended,- in the course of 

their business of offering, selling, buying and sell- 
00—4. Definition':,] 5 4. As UJM! in tins /ins. or otherwise trailing in or underwriting securl- 

Act, unless the context otherwise rCQuires: y ties, as agent, broker, or principal, and activities of 
"Trstln or commerce" includes all economic ac- «">* National Securities K\change so registered. In* 

tlrlty Involving or relating to any commodity or eluding the establishment of commission rates and 
•ervice. schedules of charges;
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(8) the activities of any board of trade deslKnat- Amended by PJV. 77-2139. 5 1. eff. Jan. I. 1973;
ed as a "contract market" by the Secretary of Aj;- P.A. 78-HC.3. § 1. eff. Sept. 15, 1973.
rlculturc of the United States pursuant to Section i chapter as. i co-3.
6 of the Commodity Exchange Act, as amended;' * This stciion. . . , .

(9) the activities of any motor carrier of pro;- fi0—7. Civil actions and reined Jen.] § 7. The
erty as defined in "The Illinois Motor Carrier of following civil actions and remedies are authorized
Property Act", as heretofore or hereafter amended.4 under this A«f
to the extent that such activities are permitted or / (1) Th Atlorney Gcnfira], with such assistance
authorized by the Act O r are subject to regulation Vhe mav frolll tinJe to t . me require of the State's
by the Illinois Commerce Commission; Attorney; in tn« several counties, shi.ll bring suit

(10) tho activities of any state or national bank iu the Circuit Court to prevent arid restrain viola 
te the extent that such activities arc regulated or lions of Svction 3 of this Act.i fn such a r-roceed- 
Eupervised by officers of the state- or federal sov- ing, the court shall determine whether a violation 
eminent under the banking laws of this State or has been committed, and shall enrcr such juds- 
the United States; ment or decree as it considers necessary to remove

(11) the activities of any state or federal saving ^event^such' ^laTiSl^irL*" wJtl" uLg11 Vfrom
and lca:i association to the t-xlent ilia:, such aclivl- K , fc ( • ,, , , _„ TI „ , ,, , -, i. n,

(12) the activities of any bona fide not-for-profit business units, dissolulion of domestic corpora- 
association, society or board, of attorneys, pracli- lions or associations, and suspension or termina- 
tloners of medicine, archilects. engineers, land sur- tion of the right of foreign corporations c.r associa- 
veyors or real estate brokers licensed and regulal- /lions IP do business in Ihe Slale of Illinois. 
ed by an agency of the Stale of Illinois, in recon'. / (2) An). p<, rsou w,lo lias been | njurcd |n his 
mending schedules of suggested few. rales or com- buslness or property, or is'threatened with such 
missions tor use solely as guidelines ln determin- inj ury by a violation ot Section S of this Act may 
Ing chart'cs for professional and technical services. maintain an action in the Circuit Cuurt for daui- 

JChRptftr lll:^S 10; 3: _ apes, or for an injunction, or both, against any
• Titlo TUKC A si"* *"• person who has committed such violation. If. in
* Chapter 35^. i 282.1 el sin. • an acllon for an injunction, the cou"t issues an

/ Injunction, the plaintiff shall be awarded costs
00—C. Violations—Punishments'—ProLecn- and reasonable attorney's fees. In an action for

tions.] 5 6. Every person who shall wilfully do damages, if injury Is found lo be due lo -.: viola-
any of the acts prohibited by subsections (1) and tion of subsections (1) and M) of Section 3 of
(4) of Section 3 of this Act i commits a Class 4 this Act. the yerson injured shall be av.-arded 3
felony and a fine shall be imposed not to exceed times tho amomit of actual damages resulting from

• $j»4}';'QOO.' - - that violation, together with costs and reasonable
(1) The Attorney General, with rucli assistance attorney's fees. If injury is found to be due to a

as he may from time to time require of the State's violation of subsections (2) or (3) of Section 3
Attorneys in the several counties shall investigate <* thls *"•'. 'no person injured shall recover the
suspected criminal violations ot Ihis Act and shall actual damages i-aused by the violation, together
commence and try all prosecutions under Ihis Act. v'"h costs a "d rcasoni-.blo attorney's fees, and if
Prosecutions under this Act may be commenced by " ls shown that such violation was willful, the
complaint, information, or indictment, with re- co>lrt •"">'• '» lts discretion. Increase the amount
sped to the commencement and trial of such pros- recovered as damages uj to a total ef 3 times the
ecutloiis. the Attorney General shall have all of the amount of actual damages. This Stale, counlios.
powers and duties vested by law in State's Atlor- municipalities, townships and any political subdl-
neys with respect lo criminal proseculions general- vision oi'eanized under the authority of this State.
lv and the United states, are ••onsidered a person hav-

(2) A prosecution for any offence in vlolalion }SoSn!'teTfiL'1 ^t?or'r11jVea^°n5ay°or|ri,!.i '^ S"S

In 4 years after the commission thereof. townships and' o?hcSrtapl!iiliS"s'ub;ii?il"o'nTorfci"-
(3) Tho Attorney General shall not commence ir.ed under tbe aulhorily of this State to recover

prosecutions under this Act against any defendant tho damages under this subsection or by any com-
who, at tbe time, is a defendant with regard lo parable l-'e'.l?ral law.
any-current pending complaint, information or in- (/ BeEiirifn- Jinnarv ] 1970 a rpu setUnff out
dictment filed by ihe United States for violation. t jlft n^,,Kg £j n i| KDecial 'assistant attorrev- yeneral
or. alleged violation, of the Keden.1 Anil-Trust rct'alned'in Vrnscculc' antitrust matters' and coa-
blalules (incliii NIK uut not oeins li.mteu._ Act ol tninln|; a)l t |. r ,., s and cunditioiis of any errant'-
July 2, 1SSO. Ch. 64, ,b V. S.Mat J03.lsU.SC mel, t or a ,.rcc , 1H. nl nf,Mnf fccs ar compol,.aii..n
A.. Sees, l-i; Act of Oct. 1». 191.._Cli. 3-3. ^s made O1,, W<. C11 any sl, c ,, si, e<. ia i assistant attorn'-/
U.S.Slat. 730. Is L.S.C.A. Sees 1.-.,. 44; Act or general and tho office of the Atlorney Gen.-ral
V?l u Jv TioV?V'o , « , , , , - ,o-t ;., slla" ""• maintained In Ihe office of Ihe Atlorn'-y
II?' II •qslnt' -S2 l- 5 U"sr i'**',' ] $•' Aci ,Gencr:"' °"™ duri "B a" business hours to public281. 69 u.b.Mat. _5i, 15 u.n.c.A. h'.'cs. i-J, ACI Inspection ' "
of May 2C, 193S. Ch. 2S3. 52 U.S.Slal. UG."15 tl.
S.C.A. £t-c. 13-C: aud any similar Acts passed In Any action for damages under this subsection I*
the future) Involving substantially the same sub- forever barred unless commenced within 4 years
Jcct matter. ofler tho cause of action accrued, except thai.
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material In his possession, custody or control: In 
i he office of the Attorney General located In 
Springfield or Chicago. Said date shall not be less 
than 10 days from date of service of the subpoena, 

(c) Where documentary material Is required to 
be produced, the saint' shall be described by class 
so as to clearly indicate the material demanded.

The Attorney General is hereby authorized, and 
tuay so elect, lo require the production, pursuant 
to this section, of documentary material prior to 
the taking of any testimony of the person subpoe 
naed. In which event, said documentary material 
shall be made available for inspection and copying 
during normal business hours at the principal place 
of business of the person served, or at such other 
time and place, as may be agreed upon by the per 
son served and the Attorney General. When docu 
mentary material Is demanded by subpoena, said 
subpoena shall not:

whenever any action Is brought by the Attorney 
General for a violation of this Act, ihu running or 
Iho foregoing statute of liiiiii.ilions. with respect 
to every private ri^ht (if action for dani^es uniler 
the subsection which U bnsod .in v.-Jioto or In part 
oo any matter complained of lit tho action by the 
Attorney General, shall be suspended during the 
pendency thereof, .11:1! for one year thereafter. No 
causo of ftciicn barm! under existing law on July 
21, 19fiC shall be revived by this Act.

(3) Ui'OU a fiidin;: that any domestic or for 
eign corporation organized or opera ling undor the 
laws of this State HAS been eigas^d In conduct 
prohibited by Sue tin:: J of this Act. or the terms 
of any injunction i.-^ued under this Act, a court 
of competent jurisdiction may, upon petition of the 
Attorney General, oi'd^r the revocation, forfeiture 
or suspension of tho charter, franchise, certificate 
of authority or prh-iU^-r-s of any corporation op 
erating um:?r the laws of this State, or llir []j n J 
[ution iif any such corporation. ^

(4) In lieu of any penalty otherwise prescribed 
lor a violnMon ot till?; Act, an;l in tid.iition to an 
action under Section 7(1) of tins Act.- the Atlor- 
r.cyOnercil may brin# an action in !ae name and 
on behalf of the pt-Oiile of the Stale against any 
person, trustee, director, manager or other officer 
or affOnt of t. corporation, or- against a corporation, 
domestic or foreign, to recover a penalty not to 
exceed ?50,000 for the doing in this State of any 
act herein declared illegal. The action must be 
brought within 4 years after the commission of the 
act upon which it Is b.jiscd. 
Amended by P.A. 77-1G75, $ 1, eff, July 1, 1972

O — 7.1 Personal service.] 5 7-1 Personal 
service of any process in an action under this Act 
may be mnde upon any person outside the state if 
such person has ennagod in conduct in violation of 
this Act in this Etatn. Sucii pursuits sliall be 
deemed to have th^ix-by submitted themselves to 
the jurisdiction of the courts of this state within 
the meaning of this section. 
Added by P.A. 76-208, § 1. eff. July 1, 1969.

00 — 7.H Invvsli'cation by Attorney General.] 
5 7.2 Whenever U appears to the Attorney Gen 
eral that ?,ny person has engaged In, is engaging 
In, or is about to rngago in any act or practice 
prohibited by this Acl. or that any person has as 
sisted or participated in any agreement or combi 
nation of the nature de-scribed herein, he may, in 
his discretion, co-.i-luct an investigation as he 
deems necessary in connection with the matter and 
has the r.uthority prior to the commencement of 
any civil or criminal action as proviiie.l for in [he 
Act to subpoena witnesses, compel tl.o'r attend 
ance, examine them under cat!;, or require Hie pro 
duction of any books, documents, records, writings 
or tangible things 1: ore;-. Tier reforrod to as "docu 
mentary material" which tin; Attorney Gonnnil 
deems relevant or material to his investigation, for 
inspection, reproducing or copying under such 
terms a::d conditions as her-T.ifter fvt for in. Any 
subj.nena issued by ihi Attorney General shall con 
tain the toiluwinf; information:

(a) The statute and section thereur, the alleged 
violation of which is under investigation and the 
general subject ir.aU«-i' of the investigation;.

(h) The date ami place at which time the per 
son Is required to appear or product- documentary 

i III.RM.SUI. '7i— m

(I) Contain any requirement which would be 
unreasonable or Improper it contained in a subpoe 
na duces tecum issued by a court of this State; or

(ii) Require the disclosure of ar.y doci'.rientary 
material which would oe F r i vi'egcd, or which for 
any other reason would not be required by a sub 
poena duces tecum issued by a court of this State. 
Added by P.A. 76-20S, 5 1, eff. July 1,19C9.

O-?-7-3 Service of subpoena.] § 7.3 Service 
of a subpoena of the Attorney General as provided 
herein may be made by (a) Delivery of a duly exe 
cuted copy thereof to the person served, or if a 
person Is not a natural person, to the principal 
Mace of business of the person to he served, or (b) 
Mailing by certified mail, return receipt requested, 
a duly executed copy thereof addressed to the per 
son to be served at Ms principal plnce of business 
in this State, op, if said person lias no place of 
business in the State, to his principal office. 

•Added by P.A. 76-208, S 1, eff. July 1, 1969.

CO—7.'1 Examination of witnesses.] 5 7.4 The 
examination of all witnesses under this section 
shall be conducted by the Attorney General or by 
an assistant attorney general .designated by him 
before an officer authorized to administer oaths In 
this State. The testimony shall be taken steno- 
graphlcally or by a sound recording device and 
shall be transcribed. 
Added by P.A, 76-208. 5 1. eff. July 1. 1969.

GO—7.5 Fees nncl mllenge.] '§ 7.5 All per-, 
sons served with a subpoena by the Attorney Gen 
eral under this Act shall be paid the same fees and 
mileage as paid witnesses in the court!) of this 
State. 
Added by P.A. 76-208, ! 1, eff. July 1. 1969.

00—7.0 Fail tiro or refusal to obey subpoena.] 
§ 7,6 In the event a witness served with a svib- 
poena by the Attorney General under this Act fails 
or rcfus'.'S to obey same or produce documentary 
material as provided herein, or to give testimony, 
relevant or material, to the investigation being 
conducted, the Attorney.General may petition the 
Circuit Court of Sans'.imon or Cook County, or the . 
county wherein the witness resides for an order ro- 
quirinff said witness to attend and testify or pro 
duce the documentary material demanded; there-
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of?

In tho distribution of r.rtlcles of standard quality 
under a trademark, brand or name", approve j 
July 8, 1935, as amended.!

t Chapter I21K I 1SS et *cq.
CO—II. Construction of fnlcra) .-(nil-trust law.| 

111. \Vhcn the language of this Act is the same 
or similar to ihe language of a Federal Aisii-irc^t * ' J 
Law. the courts of ihis sla'.e In construing this.;;'- 1 
Act slUill follow the construction given li '-lie Ft-J-.'' g 
era! Law by the Federal Courts. _._. ^J> -g

(I 13. HcpcaJer.] n " " ,
[[ 13. Appropriation.)

38 §60-7.6 CIIAl'TliR 38 — CRIMINAL LAW AND PROCEDURE T. 1954

after, any (allure or refusal on the part of tlie wit 
ness to obey such order of court may be punisha 
ble by the court as a comepipt thereof. 
Added by I'.A. 7C-COS, ! 1. eff. July 1.1960.

00—7.7 Tnrriinlnntfitc t rstimony.] j 7.7 ID 
any Investigation brought by Hie Attorney General 
pursuant to this Act. no individual shall be ex 
cused from allfiriding. testifying or producing docu- 
mentary maicrial. objects or langitfte things In 
obedience to s. subpoena or under order a' the 
court on the ground that the testimony or evidence 
required of him may tend to Incriminate him or 
subject him to any penalty. 'No individual shall be 
criminally prosecuted or subjected to any criminal 
penalty under this Act for or on account of any 
Testimony given by "him ir, nny Invert!nation 
brought by the Attorney Ourral -pursuant tc- this 
Act; provided no individual £0 testifying shall be 
exempt from prosecution or punishment for perju 
ry committed in so testifying. 
Added by P.A. 7C-208, S 1. eff. July 1. 19G9.

60—7.8 Action by" stAte, counties, municipali 
ties, etc. for idiiHinges.] J 7.8 The Attorney Gen 
eral may bring an action on behalf of this Sinte, 
counties, municipalities, townships and other polit 
ical subdivisions organized under'the authority of 
this State in Federal Court to recover damages 
provided for under any comparable provision of 
Federal lav/: i>rovided. however, this shall not im 
pair the authority of any such county, municipali 
ty, township or political subdivision to bring such

' action on its own behalf nor impair Us authority to 
engage Us own counsel In connection therewith.

; Added by P.A. 76-208, | l.eff.July 1,19G9.

CO—7.0 Action not barred ns affecting or In 
volving interstate or fotvigti commerce.') j 7.9 
No action under this Act shall be barred on the 
grounds that the activities or conduct complained 
of In any way affects or Involves interstate or for 
eign commerce. 
Added by P.A. 70-208. j 1. eff. July 1. I9C9.

00—8. Judgment or decree HS prltnii fncle evi 
dence In action for damngrs.] J 8. A rin.il Judg 
ment or decree rendered in any civil or criminal 
proceeding brought by the Attorney General under 
this Act to the effect that .1 defendant has violated 
this Act shall he primp. facie evidence against such 
defendant in any action for tUima^ea brought by 
any other party against such defendant under sub 
section (2) of Section 7 of this Act.) as to itll mat 
ters respecting which said judgment or decree 
would be an estoppel as between the pariivd there 
to: Provided, that this Section shall not apply to 
civil consent judgments or decrees entered before 
any testimony has been taken. 

» Section 0<t—7 of this chapter.

CO—0. Violation n«s conspiracy nt common law.] • 
I 9. No contract, combination, conttpfrary. or other 
act which violaii-s this Act shall constitute or be 
deemed a conspiracy at common law.

00—10. Snving.-t clmisr.) 9 10. Nothing In 
this Act thall be dcometl to amend, modify, or re- 
peal In wholo or In part the provisions of "An Act 
to protect trademark owners, ilii-tributors. anil the 
public against Injurious and uneconomic'practices
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'•• No. 937

By: Senators Hoyer, Levit.an, Smanuel, Blount, Dcrman, 
Crawford, steinberg, Curran, Connell, Broadwater, 
Abrams, Schweinhaut, Welcome, r[Wardl] Cade, Steers, 
Conroy, Douglass and Hutchinson

Introduced and read first time: February 26, 1976
Assigned to: Economic Affairs

Conmittee Report: Favoratle with atcndments ____-.,,—» 
Senate Action: Adopted '' APPROV& 
Read second time: April '4, 1976 BY THE

AN ACT concerning U3 

Foreign Discriminatory Boycotts U6

FOR the purpose of prohibiting certain persons from 50 
furthering or participating in certain 51 
discriminatory boycotts against other persons on the 
basis of race, color, creed, religion, sex or 52 
national origin ; and providing for the regulation 53 
and administration of this prohibition, and for its 51 
enforcement by_civil or criminal proceedings and 55 
penalties, and generally relating to foreign 
discriminatory boycotts.

BY adding to 57

Article - Commercial Law . 60
Section 11-2A01 through 11-2A15, inclusive, to be 61

under the new subtitle "Subtitle 2A. 62
Foreign Discriminatory Boycotts" 63

Annotated Code of Maryland 6tt
(1975 Volume and 1975 Supplement) 65

SECTION 1. BE IT FNACTFD BY THE GENERAL ASSEMBLY OF 68
MARYLAND, That new Sections 11-2A01 through 11-2A15, 69
inclusive, to be under thn new subtitle "Subtitle 2A. 70
Foreign Discriminatory Boycotts" be and it is hereby 71
added to Article - Commercial Law, of the Annotated Code 73
of Maryland (1975 Volume and 1975 Supplement) to read as 75 
follows:

EXPLANATION: CAPITALS INDICATE MATTER ADDED TO EXISTING LAW. 
[Brackets! indicate matter deleted from existing law. 
Under! in ing indicates amendments to the till. 
[[Double bracketsT] enclose matter stricken out of bill. 
Numerals at right identify conputer lines of text.
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Article - Commercial Law 78 

SUBTITL2 2A. FOREIGN DISCRIMINATOPY BOYCOTTS 80

11-2A01. DECLARATION CF POLICY; ADMINISTRATION OF 83 
SUBTITLE; CONSTRUCTION. 81

IT IS THE POLICY OF THE STATE OF MARYLAND TO OPPOSE 87 
RESTRAINTS 07 TEADE AND UNFAIR TRADE PRACTICES IN THE 88 
fOP.lt OF FO_REJ_G£ DISCRIMINATORY BOYCOTTS NOT SPECIFICALLY B9 
ADTHORIZED BY THE LAW OF THE UNITED STATES WHICH ARE 90 
FOSTERED On IfPCSED BY FOREIGN PERSONS, FOREIGN 
GOVERNMENTS 0? INTERNATIONAL ORGANIZATIONS AGAINST ANY 91 
[(PERSON]] DOMESTIC_INDIVIDUAL ON THE EASIS OF RACE, 
COLOB, CREED, RELIGION, SSX OF NATIONAL ORIGIN. IT IS 92 
ALSO THE POLICY OF THE STATE OF MARYLAND TC OPPOS3 THOSE 93 
ACTIONS, INCLUDING THE FORMATION OF AGREEMENTS, 
UNDERSTANDINGS OR CONTRACTUAL AREANGEMSNTS, EXPRESSED OF 91 
IMPLIED, WHICH HAVE THE EFFECT OF FURTHERING QR 95 
SUPPORTING ff SUCH ]1 THESE DISCRIMINATORY BOYCOTTS, IN 
ORDER THAT THE PEACF, HEALTH, SAFETY, PROSPERITY AND 96 
GENERAL HELFARE OF ALL THE INHABITANTS OF THE STATE MAY 97 
BE PROTECTED AND FSSUP.ED. IT IS THE FORTHER POLICY OF 98 
THE STATE OF MARYLAHD NOT. TO IMPEDE DOMESTIC 08 FOREIGN 99 
COMMERCE, THE FREE FLOW OF GOODS IN COKf.ERCE. 03 ACTIONS 
REASONABLY NECESSARY TO PROTECT GOOCS MOVING IN COMMERCE. 100 
TH2 STATE OF_"A9YLAND RECOGNIZES THE RIGHT OF MARYLAND 101 
FIRMS TO _ DECIDE WHETHER TO ENTER INTO COKEESCIAL 
AGREEMENTS HITH FOREIGN ..FIRMS, PROVIDER THE AGBrS'EKT 102 
DOES NOT CONTRAVENE U.S. FOREIGN POLICY OR ANT EEDEFAL OR 103 
MARYLAND LAWS AND THE AGPEEKENT DCES NOT DISCRIMINATE 
AGAINST_DOMESTIC_INDIVIDUALS ENTITLED TO THH BENEFIT OF 10U 
THE LAWS OF MARYLAND ON THE BASIS OF RACE, CCLOR, CREEP, 105 
RELIGION. SEX_OP NATIONAL ORIGIN. AND THE RIGHT OF . 
MARYLAND FIFMS TO DECIDE_WHETHE? TO ENTER INTO A 106 
COMMERCIAL "AGREEMENT WITH A FOREIGN. FIRM THAT WOULD 10 7 
ADVANCE THE POLITICAL AND ECONOMIC INTERESTS OF A FOPEIGN 
COUNTRY PROVIDED THAT AG S3E MSN'T COFS HOT COKTE AV EN' B II. S. 108 
FOREIGN POLICY OR FEDERAL 0?. MARYLAND LAWS AND DOES NOT 109 
DISCRIMINATE AGAINST DOMESTIC IN CIV IDI1 AJ.S ENTITLED TO THE 110 
BENEFITS OF THE LA «:s 'OF HA5YLAKD OM THg BASIS OF 3ACE, 
.COLOR,,_CRtS^i_3ELIGION, SEX, OR NATIONAL ORIGIN. THIS 112 
'SOBTITLE SHALL BE DEEMED AN EXERCISE OF THE POLICE POWER 113 
OF THE STATE OF MARYLAND FOR THE PROTECTION OF THE PEOPLE 111» 
OF THIS STAT2, AND SHALL BE ADMINISTERED AND PRINCIPALLY 
ENFORCED BY THE ATTOFNEY GENS3AL OF THE STATE OF 115 
HAPYLAND. THE PFOVISIONS OF THIS SUBTITLE 'SHALL BE 116 
CONSTRUED LIBERALLY SO AS TO EFFECTUATE THIS DECLARATION 
OF POLICY AND THE LAWS AND CONSTITUTION OF THE UNITED 117 
STATES, BUT NOTHING IN THIS SIIBTI7LF SHALL BE COKSTRBED 118 
TO INFRINGE UPON THE SIGHT OF THE UNITED STATES 
GOVERNMENT TO REGULATE INTERSTATE AND FOREIGN COMMERCE. 119

11-2A02. DEFINITIONS. 121
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(A) IN THIS SUBTITLE, THE FOLLOWING I'OBDS HAVE THE 123 
MEANINGS INDICATED.

(B) "BUSINESS RELATIONSHIP" MEJSS ANY ASPECT OF 125 
BUSINESS:

(1) DEALING WITH THE SALE, PURCHASE, 127 
LICENSING OR PROVISION OF GOODS, SERVICES OR INFORMATION; 128 
OB

(2) AFFECTING THE OWNERSHIP, MANAGEMENT, 
EMPLOYEES, HIRING PRACTICES, CUSTOMERS, CLIENTS, 
SDPPLIEPS, CONTRACTORS, SUBCONTRACTORS OP OTHER BUSINESS 
ISSO'CIATES OF ANY PERSON ENGAGED IN COMMERCE.

(C) "ATTORNEY GE.NSRAL" MEANS THE ATTORNEY 
OF THE STATE OF MARYLAND.

GENERAL

130
131

132

135

(D) "CONTROL" MEANS THE POWER TO EXERCISE A 137 
CONTROLLING INFLUENCE OVER THE MANAGEMENT POLICIES OF AN 138 
ENTITY, TO INFLUENCE THAI MANAGEMENT OR POLICIES OR PLAY 139 
A SIGNIFICANT ROLS IN THE I FPL2MSNT ATION OF THEM.

It (E) "DISCRIMINATORY BOYCOTT" MEANS THE ENTERING 
INTO OR CARRYING OUT OF ANY AGREEMENT, UNDERSTANDING OR 
CONTRACTUAL ARRANGEMENT, EXPRFSS OR IMPLIED, FOR ECONOMIC 
BENEFIT BETWEEN ANY PERSON AND ANY FOREIGN GOVERNMENT, 
FOREIGN PERSON OR INTERNATIONAL ORGANIZATION, WHICH IS 
NOT SPECIFICALLY AUTHORIZED 3Y THE LAW OF THE UNITED 
STATES AND WHICH IS REQUIRED OR IMPOSED, EITHER DIRECTLY 
OB INDIRECTLY, OVERTLY OR COVERTLY, BY THE FOREIGN 
GOVERNMENT, FOREIGN PERSON OR INTERNATIONAL ORGANIZATION 
IN ORDER TO PZSTRICT, CONDITION, PROHIBIT OR INTERFERE 
HITH ANY BUSINESS RELATIONSHIP ON THE BASIS OF PACE, 
COLOR, CREED, RELIGION, SEX OR NATIONAL ORIGIN. 1]

iJSL "DISCRIMINATORY BOYCOTT" MEANS THE ENTERING 
INTO OS CARRYING__OUT OF ANY PROVISION.__EXPRESS OR 
IMPLIED, OF ANY AGREEMENT, OKDSRSTANDING__OR__CONTRACTUAL 
ARRANGEMENT FOR 5CONO*IC REtlEFIT E£TWEES ANY PERSON AND 
ANY FOitaiGH GOVRRNKEN'1', FOREIGN P;"SOM, OR INTERNATIONAL 
ORGANIZATION, 'WHICH IS NOT SPECIFICALLY A'lTIICPIZED BY THE 
LAW OF__THE UNITED STATES AND__WHICH IS_ENQUIRED OR 

EITJER__DIRKCTI.Y__0?_!£D If ECTLY.,.__OVERTLY OP 
~J Y _T H B FP R F. IG N GOV FPNMEN7,_FOREIGN EESSQN. OR 

INTERNA.T_IONAL__O^ij ANIZAj|oj(___Ui___OR^SR___TC__FESTSICT,
AJJJf__3USINF3S 

________INDIVIDUAL'S 
OS NATIONAL OF.TGIN.

__
T H E _ £ASISCRE'R'D 
'

INTKRF^RE WITH ; 
OF A DOMESTIC_Ii£J-t _ COLOB J..._

EXCE'PT, THAT RKTE'SIXG INT
_____PFLIGION,

AN______ ________________________AGFES.KENT, Ut.''-'£?STAND ING OR
cqt.-T^ACTUAL ARRANO^.IENT WITH P^SPFCT ro THF. HANDLING_OR
SHIPPISS___OF___i;Op_^S__WHILE__IN_I NTK jN AT I ON AL AND NOT 
INTSASTATr TRANSIT OR HXECUTILir. AND U~L IV i-:r: lilfi AMY_OTIISP. 
DOCUHSHT 'WITH, .""SPF.CT TO "I-E__HANDLING OR SHIPPING OF 
GOODS WHILE IN ISfc"NATIONAL AND NOI INT^ASTATE TRANSIT

1U1

1UU 
U5
me

1U8 
1U9 
150

152
153

155
156

157

158
159

160
161

\63
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___CARPYIKG OUT OR CO'-'?LYI>!G__WITH ANY PROVISION WITH 165 
53SPECT TO~IHS CHOICE OF C\PPIE? IN INTFTi>HTTO!lAt AKD SOT 
ISTRASTATi: TPANSIT OP T H; INTERNATIONAL ROUTING OP GOODS 166 
» HI LS___IN INTONATIONS!__A_N t>__NOT T NT 3 A STft T* TRANSIT 167 
CON? UJilD __IN___MY___SUCM___AnP^JE.rfNT, UNDERSTANDING. 
CONTRACTUAL A RR ANGErg'.'T OF OTHER DOaiMFKT MAY N"T 168 
CONSTITUTE A DISCRIMINATORY BOYCOTT WITHIN THE ".EaNIH*7)T 169 
PHIS SUBTI TIE.

(F) "DOMESTIC INDIVIDUAL" 35AN5 ANY INDIVIDUAL 171 
WHOSE RESIDFSCE, DOUCHE, 05 PRINCIPAL PLACE OF BUSINESS 172 
IS IN THE UNITH) STATES__AND W HO IS__SUBJECT TO THE 
PROTECTION OF TH£ HWS OF THE STATE CF MARYLAND. 173

[[(F)ll i£L "FOSEIGN GOVEPNHENT" INCLUDES AIL 175 
GOVERS.1ENTS AND POLITICAL SUBDIVISIONS AND THE 176 
INSTRU.1SNTALITIES • THEREOF, EXCEPTING THE GOVERNKENTS, 177 
POLITICAL SUBDIVISIONS, AND INSTHUSENTALITIES OF THE 
UNITED STATES AND THE STAISS, CCF.«ION«EALTHS, TERRITORIES 178 
AND POSSESSIONS OF THE UNITED STATES, AND THE DISTRICT OF. 179 
COLUMBIA.

If (G) j] I!iL "FOREIGN PE3SONS" KEANS ANY PERSON WHOSE 181 
PRINCIPAL PLACE OF RESIDENCE, BUSINESS 'OR DOMICILE IS 182 
OUTSIDE THS UNITED STATES, OR ANY PKRSON CONTROLLED 183 
DIRECTLY OR INDTS3CTLY BY ANY OTHER PERSON WHOSE 184 
PRINCIPAL PLACE OF RESIDENCE, BUSINESS OP DOMICILE IS 
OUTSIDE THE UNITED STATES. 185

tf(H)]T (I) "INTERNATIONAL ORGANIZATION" MEANS ANT 187 
ASSOCIATION OB 0?GANIZATICN, OF WHICH A SUBSTANTIAL 188 
PORTION OF THE «EM B EPS HIP INCLUDES FOREIGN PERSONS OR 189 
FOREIGN GOVERNMENTSiBUT DOES NOT INCLUDE AN INTERNATIONAL 
LABOR ORGANIZATION. 190

([(1)11 IJL "PERSON" INCLUDES ONE OR MORE OF THE 192 
FOLLOWING AND THEIR AGENTS, EMPLOYEES, SERVANTS, 193 
REPRESENTATIVES, DIRECTORS, OFFICERS, PARTNERS, MEMBERS, 19» 
HANAGERS AND SUPERINTENDENTS: INDIVIDUALS, THE STATE OF 
MARYLAND, CORPORATIONS, PARTNERSHIPS, JOINT VENTURES, 195 
ASSOCIATIONS, LABOR ORGANIZATIONS, BUT NOT INCLUDING 196 
INTERNATIONAL____LABOR_____ORG AK'IZA TIONS. EDUCATIONAL 
INSTITUTIONS, LEGAL EEPPES2NTATIVES, MUTUAL COMPANIES, 197 
JOINT-STOCK COKPANIFS, TFUST5, UNINCORPORATED 198 
ORGANIZATIONS, TRUSTTES, TRUSTEES IN BANKRUPTCY, 
RECEIVSPS, FIDUCIARIES SND ALL OTHEF ENTITIES RECOGNIZED 199 
AT LAW OR IN EQUITY BY THIS STATE. 200

[( (J) 11 1HI "STATE OF MARYLAND" MEANS THE STATE AND 202
ITS POLITICAL SUBDIVISIONS AND EACH OF THE 203
INSTRUMENTALITIES OF THE STATE AND THE POLITICAL
SUBDIVISION. ' 204

11-2A03. UNLAWFUL DISCriMINATORY BOYCOTTS. 206.
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IT IS UNLAWFUL fOf A PERSON TO: 208

(A) KNOWINGLY PARTICIPATE IN A 210 
DISCRIMINATORY BOYCOTT; OP

(B) KNOWINGLY AID OP ASSIST ANY OTHER PERSON 212 
IN PARTICIPATING IN A DISCRIMINATORY BOYCOTT. HOWEVER. 213 
NOTH IN.G__I_N__THIS SUBTITLE SHALL MAKE IT UNLAWFUL FOR ANY 2 1 4 
PERSON *HO DOES NOT OTHERWISE PARTICIPATE OR AGREE TO 
P ARTICIPATF__IN _A _" DISCF IMIN ATOg Y BOYCOTT" MERELY TO 2 1 5 
HANDLE, QP SHIP TH? GOODS OF A PEBSOH WHO MAY BE IN 216 
VIOLATION OF ThIS SUBTITLE.

11-2AOI*. AGENCIES' RESPONSIBILITY TO REPORT VIOLATIONS. 218

IF ANY VIOLATION OF POSSIBLE VIOLATION OF THIS 221 
SUBTITLE COMES TO THE ATTENTION OF ANY OFFICER OR ANY 222 
DEPARTMENT, BOiRD, COMMISSION, BUREAU, DIVISION, OFFICE 
OR OTHER AGENCY OF THE EXECUTIVE BRANCH OF THE STATE 223 
GOVERNMENT OR OF ANY POLITICAL SUBDIVISION OF THE "STATE, 221
THAT 'OFFICE? on THE CHIEF ADMINISTRATIVE OFFICER OF THE 225
DEPARTMENT, BOARD, COKKISSION, BUREAU, DIVISION, OFFICE 
OR OTHER AGENCY, AS THE CASE HAY BE, SHALL SUBMIT 226 
PROMPTLY A WRITTEN REPORT OF THE VIOLATION OR POSSIBLE 227 
VIOLATION TO THE ATTORNEY GENERAL. THE REPORT SHALL 
CONTAIN A FULL STATEMENT OF THE FACTS AND CIRCUMSTANCES 228 
REGARDING THE VIOLATION OS POSSIBLE VIOLATION, INCLUDING 229 
THE NAMES AND ADDRESSES OF ALL PERSONS WHO HAVE OR MAY 230 
HAVE KNOWLEDGE OR INFORMATION WITH RESPECT TO IT, AND 
SHALL BE ACCOMPANIED BY COPIES OF ANY DOCUMENTS PERTINENT 231 
TO THE VIOLATION OR POSSIBLE VIOLATION THAT ARE IK THE 232 
POSSESSION OR CONTROL OF THE PERSON MAKING THE REPORT. 233

11-2A05. PRODUCTION OF DOCUMENTS FOR INSPECTION BY 236 
ATTORNEY GENERAL. 237

EXCEPT FOR PURPOSES OF A CRIMINAL PROSECUTION, IF 2«0 
THE ATTORNEY GENERAL BELIEVES THAT A PERSON IS IN 21*1 
POSSESSION, CUSTODY OR CONTROL OP ANY DOCUMENTS RELEVANT 212 
TO THE SUBJECT MATTER OF AN INVESTIGATION OF A POSSIBLE 
VIOLATION OP THIS SUBTITLE, HE MAY DEMAND AND OBTAIN THE 213 
PRODUCTION OF THESE DOCUMENTS IN THE MANNER PROVIDED FOR 2«1 
BY SECTION 1.1-205 OF THIS ARTICLE.

11-2A06. ASSURANCE OF DISCONTINUANCE OF PROHIBITED ACT. 2t7

(A) IN ENFORCING THIS SUBTITLE, THE ATTORNEY 250 
GENERAL f. AY ACCEPT AN ASSURANCE OF DISCONTINUANCE OF AN 251 
ACT OR PRACTICE CONSIDERED IN VIOLATION OF THIS SUBTITLE 252 
FROM ANY PFFSON ENGAGED IN THE ACT OR PRACTICE.

(B) IBS ASSURANCE OF DISCONTINUANCE SHALL B2 IN 251 
WRITING AND FILED WITH AND SUBJECT TO THE APPROVAL OF THE 255 
COUBT OF THE COUNTY WHEP E THE ALLEGED VIOLATOR RESIDES OH 
HAS HIS PRINCIPAL PLACE OF BUSINESS.- 256

85-654 O - 77 - 26
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(C) TH2 ASSURANCE OF DISCONTINUANCE NAY SOT BE 
CONSIDERED FOS ANY PURPOSE fS AN ADMISSION OF A 
VIOLATION. HOWEVER, PROOF OF FAILURE TO COMPLY BITH THE 
ASSURANCE OF DISCO NTIKUAMCE IS PRIflA FACIE EVIDENCE OF A 
VIOLATION OF THIS SUBTITLE.

11-2A07. CRIMINAL FFOCFEDINGS.

(A) THE ATTORNEY GENERAL SHALL INVESTIGATE 
SUSPECTED CRIMINAL VIOLATIONS OF THIS SUBTITLE AND SAY 
BEQUIRE ASSISTANCE FRO" ANY STATE'S ATTORNEY FOH THAT 
PURPOSE.

(B) THE ATTORNEY GENERAL SHALL COM1ENCE AND TRY 
iLL PROSECUTIONS UNDER THIS SUBTITLE WITH THE STATE'S 
ATTORNEY FOF THE COUNTY WHE8E THE PROSECUTION IS BROUGHT.

(C) WITH RESPECT TO TH2 CCfMENCEMENT AND TRIAL OF 
THE PROSFCUTION, THE ATTORNEY GENERAL HAS ALL THE POWERS 
AND DUTIES VESTED BY LAW IN STATE'S ATTORNEYS WITH 
BESPECT TO CRIMINAL PROSECUTIONS.

(D) A PROSECUTION F05 ANY OFFERSE IN VIOLATION OF 
THIS SUBTITLE SHALL BE COMMENCED WITHIN FOUR YEARS AFTER 
THE OFFENSE IS CO3HITTED.

11-2A08. COOPERATION WITH FEDERAL GOVERNMENT AND 
OTHER STATES.

THE ATTORNEY GENERAL MAY COOPERATE WITH THE FEDERAL 
GOVERNMENT AND OTHER STATES IN ENFORCEMENT OF THIS 
SUBTITLE.

11-2A09. CIVIL ACTIONS.

(A) (1) THE ATTORNEY GENERAL SHALL INSTITUTE 
PROCEEDINGS IN EQUITY TO PREVENT OR RESTRAIN VIOLATIONS 
OF SECTION 11-2A03 AND KAY FEOUIRE ASSISTANCE FROM ANY 
STATE'S ATTORNEY FOR THAT PURPOSE.

(2) IN A PROCEEDING UNDER THIS SECTION, THE
COURT SHALL DETERMINE WHETHER A VIOLATION HAS BEEN
COMMITTED AND ENTER ANY JUDGMENT OR DECREE NECESSARY TO:

(I) REMOVE 
VIOLATION IT FINDS; AND

THE EFFECTS OF ANY

(II) PSZVENT CONTINUATION OR RENEWAL OF 
THE VIOLATION IN THE FUTURE.

(B) (1) THE UNITED STATES, THE STATE, AND ANY 
POLITICAL SUBDIVISION ORGANI7ED UNDER THE AUTHORITY OF 
THE STATE IS A PERSON HAVING STANDING TO BRING AN ACTION 
UNDER THIS SUBSECTION.

258
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(2) A PSRSOK IFJUPED BY A VIOLATION OF 
SECTION 11-2A33 TAY MAINTAIN AS ACTION F05 DAMAGES OR FOR 
All INJUNCTION OH BOTH AGAINST ANY PERSON WHO HAS 
COMMITTED THE VIOLATION.

(3) IF
COMPLAINANT SHALL 
ATTORNEY'S '-ESS.

AN INJUNCTION IS ISSUED, THE 
BF AWARDED- COSTS AND REASONABLE

(4) IN AN ACTION FOR DAMAGES, IP AN INJURY 
DDE -TO A VIOLATION OF SECTION 2A03 IS FOUND, THE PERSON 
INJURED SHALL BE AWARD2P THREE TIMES THE AMOUNT OF ACTUAL 
.DAMAGES WHICH RESULTS FPOK THE VIOLATION, WITH COSTS AND 
SEASONABLE ATTORNEY'S FEES.

(5) THR ATTORNEY GENERAL SAY BRING AN ACTION 
ON BEHALF OF THE STATE OR ANY OF ITS POLITICAL 
SDBDIVISIONS TO RECOVER THE DAMAGES PROVIDED FOR BY THIS 
SUBSECTION OR ANY COMPARABLE PROVISION OF FEDERAL LAW.

(C) (1) AN ACTION BROUGHT TO ENFORCE THIS
SUBTITLE SHALL BE COMMENCED BITHIN FOUR YEARS AFTER THE
CAUSE OF ACTIDN ACCRUES.

(2) FOR THE PURPOSES OF THIS SUBSECTION, A 
CAUSE OF ACTION FOR A CONTINUING VIOLATION ACCRUES AT THE 
TIME OF THE LATEST VIOLATION.

THIS ST1BTITLE ARE

11-2A10. CUMULATIVE REMEDIES.

THE REMEDIES PROVIDED IN 
CUMULATIVE.

11-2A11. PENALTIES.

ANY PERSON WHO WILFULLY VIOLATES ANY OF THE 
PROVISIONS OF SECTION 11-2A03 OF THIS SUBTITLE IS GUILTY 
OF A MISDEMEANOR AND ON CONVICTION IS SUBJECT TO A FINE 
NOT EXCELDING $50,000 OR I1PPISONfENT NOT EXCEEDING SIX 
MONTHS OR BOTH.

306
307

308

310
311

313
314
315

316

31B
319

320

322
323

325
326

32R 

330

332

33U
335

336

11-2A12. ff CONTPACTS1] CONTRACT PROVISION DECLARED VOID. 338

^ANY PROVISION OF ANY CONTRACT CR OTHER DOCUMENT OR 3«0 
OTHER AGPEEMSNT WHICH VIOLATES, OR WHICH, IF OBSERVED BY 3m 
THE PE3SON INTENDED TO PE tJCHND BY THE PROVISION, WOULD 3l»2 
CAUSE A VIOLATION OF SECTION 11-2A03 OF THIS SUBTITLE 
SHALL 3E NULL AND VOID AS BEING AGAINST THE PUBLIC POLICY 3I»3 
OF THE STATE OF "A3YLAND.

11-2A13. PROMULGATION OF HULFS AND REGULATIONS. 315

[JIHF ATTORNEY GENERAL, THE PU.BLIC SERVICE 317
COMMISSION, THE STATE INSURANCE C01KISS10NER, THE 3U8
SECURITIES COMMISSIONER, THE BANK COMMISSIONER, THE
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SAVINGS AND LOAN COMMISSIONER, THE SECRETARY OF 3«9 
TRANSPORTATION AND THE SECRETARY OF ECONOMIC AND 
COMMUNITY L2VELOPMENT MAY]] THE ATTORNEY GENERAL HAY 352 
PROMULGATE POLES AND REGULATIONS FOR THE PURPOSE OF 
IKPLEKZNTINt; AND FNFOFCING THrl PROVISIONS OF THIS 353 
SUBTITLE WITH RKSPSCT TO THE PERSONS SUBJECT TO THEIR 35U 
RESPECTIVE JURISDICTIONS AND HAVE THE DUTY, AND ALL 355 
POHERS NECESSARY, TO ENFORCE ANY RULES AND REGULATIONS SO 
PROMULGATED. 356

11-2A1!). APPLICABILITY OF ANTITRUST LASS. 358

THIS SUBTITLE MAY NOT BE DEEMED TO SUPERSEDE, 360
RESTRICT OK OTHERWISE LIKIT THE CONTINUING APPLICABILITY 361
OP THE ANTITRUST LADS OF THE STATE OP MARYLAND. 362

11-2A15. SHORT TITLE. 36»

THIS SUBTITLE MAY BE CITED AS THE MARYLAND FOREIGN 366. 
DISCRIMINATORY BOYCOTTS ACT. 367

SECTION .2. AND BE IT FDRTHER ENACTED, That if any 370 
provision of this Act or the application thereof to any 371 
person or circumstance is held invalid for any reason, 372 
the invalidity shall not affect the other provisions or 373 
any other application of this Act which can be given 
effect without the invalid provisions or application, and 374 
to this end all the previsions of this Act are declared 375 
^o be severable.

SECTION 3. AND BE IT FURTHER ENACTED, That this Act 379 
shall take effect [[July 1, 1976]] January 1. 1977. 381

Approved:

Governor.

President of the Senate.

Speaker of the House of Delegates.
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Sealed with the Great Seal and Presented to the Governor, for his 

approval this______l__j_____________day of 

at_______________o'clock_________

President.
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BT THE HOOSE OF DELEGATES

1976

Read third tine and passed by ________ TPas and _______ Nays.

-By order.

Chief Clerk. 

BT THE SENATE

1976

House of Delegates amendaent concurred in and bill 
passed by Teas and Rays as amended.

By order.

Secretary.
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Pead and Exaained by Proofreaders:

Proofreader^

Proofreader. 

BY THE SENATE 

_____________________________1976

Read the third tine and passed by yeas and nays.
By order.

Secretary.. 

BY THE HODSE OF DELEGATES

1976

Bead the first tine and referred to
By order.

Chief Clerk. 

REPORT OF COHBITTEE

______________________ Chairnan. 

BT THE HOUSE OF DELEGATES

1976

Reported favorably from the
and read the second time. 

By order.

Chief cleric. 

BY THE HOUSE OF DELEGATES

1976

Repotted favorably from the
anendment; aoenduent adopted, read the second tij°. 

By order.

Chief Clerk.
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THE. COMMONWEALTH OF MASSACHUSETTS 

In the Year One Tliousand Nine Hundred and Seventy-^

A1N At- I PROHIBITING CERTAIN DISCRIMINATION BY BUSINESSES.

Be It Cj^a_c_ce_d; b_y___the Senate and House of _ Representatives .in GeneraJL Com 

assembled, and by the authority of the same, as follows:

SECTION 1. The General Laws arc hereby amended by Inserting after 

chapter 151D the following chapter:-

CHAPTER 151E.

PROHIBITION OF CERTAIN DISCRIMINATION BY BUSINESSES. 

Section 1. .The following words and phrases as used in this chapter 

shall have the following meaning unless the context clearly requires 

otherwise:-

" Business" , the manufacture, processing, sale, purchase , licensing, 

distribution, provision, or advertising of goods or services, or extension. 

of credit, or issuance of letters of credit, or any other aspect of 

business.

"Foreign government", all governments and political subdivisions 

and the instrumentalities thereof, excepting the government , political 

subdivisions , and instrumentalities of the United States and the states, 

commonwealths, territories and possessions of the* Uni ted States , and the 

District of Columbia;

"Foreign person", any person whose principal place of residence, 

business or domicile is outs Ide ttie United States , or <iny person control led 

directly or indirectly by such person or persons; provided however that 

no person shall to. defined a foreign person if afte'r reasonable inquiry 

and due diligence it cannot be determined that any such person has a 

principal place oi residence, business, or domicile outside the United 

States or is controlled by such person.

"Foreign trade relationships", the dealing with or in any foreign 

country ol any person, or being listed on a boyo'tt list or fitmpll.it ion 

of unacceptable persons maintained by .1 foreign government , foreign 

person, or iniern.Hional organization.
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"International orn.ml/..it W, any association ..r i.r K:in I /at Ion. will. 

the exception of labur associations, or organizations of whlrli more than 

a majority of the membership consists of foreign persons or foreign 

governments; and

"Persons", one or mori- of tlu< tollowing or ilu-lr grills, fmplovocs, 

servant R, representat tvi-s, dl ret* tors.. nl I iri-rs, parl ncrs, n«-niluTs. 

managers, super lntendi*nts, and legu I rupruKiMit;it I ves: I ml j vldn.-i IN, 

corporations, partnerships, joint ventures, assoc lat ions, l;ibor organlzal inns, 

educational inn. iiutlons, mutu.il companies, joint-stock companies, 

. trusts, unincorporated organizations, trustees, trustees in bankruptcy, 

receivers, fiduciaries, and alt other ont i t ics recognf zed at law by this 

commonwealth.

Section 2. It shall be unlawful for.any person doing business 

in the commonwealth: " '"

(1) to enter into any agreement, contract, arrangement, combination, 

or understanding with any foreign government, foreign person, or international 

organization, which requires such person to refuse, fail, or cease to'do 

business in the commonwealth with any other person who Is domiciled or 

has a usual place of business In the commonwealth, based upon such other 

person's race, color, creed, religion, sex, national origin or foreign 

trade relationships;

(ij) to execute in the commonwealth any contract with any foreign 

government, foreign person, or International organization which requires 

such person to refuse, fail or cease to do business with another person 

based upon such other person's race, color, creed, religion, sex, national 

origin, or foreign trade relationships;

(_il_t) to refuse, fail or cease to do business in the commonwealth 

with any other person who Is domiciled or has a usual place of business 

in the commonwealth when such refusal, failure, or cessation results 

directly or Indirectly from an agreement, contract, arrangement, combination, 

or understanding between the person who refuses, fails or ceases to do 

business and any foreign government, foreign person, or international 

organization, and is based upon such other person's race, color, creed, 

religion, sex, national origin or foreign trade relationships;

<lv) to discharge or to fail, refuse or cease to hire, promote or 

appoint in the commonwealth any other person who Is domiciled In the 

commonwealth to any position of employment or employment responsibility
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when such refusal, failure or cessation results from an agreement, 

contract, arrangement, combination, or understanding with any foreign 

government, foreign person, or international organization and Is based 

upon such other person's race, color, creed, religion, sex, national 

origin, or foreign trade relationships;

(y) to wilfully and knowingly aid or abet any other person to 

engage in conduct which is prohibited by this chapter.

It shall not be unlawful under this chapter:

(i) to engage in conduct required by or expressly authorized by 

acts of the" United States Congress, a United States treaty, a United 

States Regulation, or a United States Executive Order;

O_i_) to" enter into any agreement with a foreign government or 

foreign person which requires that-a preference or priority be given to 

the citizens or products of a particular country;

(lii) to enter into any agreement with an International organization 

entirely composed of member governments or their contracting-representatives 

which requires that a preference or priority be given to the citizens or 

. products of one or more of such member governments;

(ly) to enter into any agreement with respect to the Insuring, 

handling or shipping of goods, or choice of carrier while in international 

transit.

SectionL 3. The attorney general may institute a civil action to 

prevent or restrain violations of section two.

A person Injured by a violation of section two may maintain nn 

action for damages or for an injunction or both against nny person who 

has committed the violation.

In a proceeding under this section, the court shall determine 

whethcT .'i violation has been committed and enter any judgment or decree 

necessary to remove- the effects of any violation it finds and to 

prevent cominu.ition or renewal ol" the violation in the future.

i,. Jf nn application for an injunction is granted, after due notice to 

all pi.rties, G hearing thereon, and as a disposition on the merits of 

such application, the complainant may be awarded costs and reasonable 

at torr.ey *s foes .

In an action tor damages, if there is a -Wilful violation of section 

two, the person injured may be uwarded up to three times the amount of 

actual d.imajxs which rc-sulis froia the violation, with costs and reasonable 

attorney's foes.
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Ai action brought to enforce this section shall be commenced within 

four ysurs after the cause of action accrues.

For the purpose of this paragraph, a cause of action for a continuing 

violation accrues at the time of the latest violation.

Section 4. The remedies provided in this chapter are cumulative.

Sjct_tp_n__5. Any provision of any contract or other document or 

other agreement which violates section two or which, if complied with by 

the person intended to be bound by the provision, would cause a violation 

of section two shall be null and void as being against the public policy . 

of the commonwealth.

S_ec_t_i_on 6. This chapter shall not be deemod to supersede, restrict 

or otherwise limit the continuing applicability of the anti-trust or 

anti-discrimination laws of the commonwealth.

SECTION 2. The provisions of chapter one hundred and fifty-one E 

of the General Laws, inserted by section one of this act, shall take 

effect on January first, nineteen hundred and seventy-seven, and shall 

not apply to conduct pursuant to contracts entered into prior to January 

first, nineteen hundred and seventy-seven.

House of Representatives, August , 1976.

sed to be enacted, ~^<^^^^/£^^Y1 , Speaker. 

In Senate, August /(,. , 1976.

Pissed to be enacted

August /£, 1976
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APPROVAL OF BILLS

basic riglhs^is'well as the right to have their grievance3"redressed. this 
legislation isntshly responsive to the needs oLthis group of citizens. 
!• commend the 5loreland Commission aod .the sponsors of these bills :or

• their work, which goes far;in assuring that elderly, and disabled Xew 
'Yorkers who roast look to unrein? homes when they-can no longer take

•care-OIL themselves can find-there-the quality of care they«*ek..and de serve.. . ,.,.-'.• " ~~~

RIGHTS—DISCRIMINATION—BO YCOTTS, -:, -----••-

-,-7; .-This bill prohibits commercial boycotts and blacklisting/ ' ' :;' - -• : '' 
?i-"It also provides that the prohibitions of the Human Rights Law wiB 
'.apply to discriminatory acts committed 1 against New York residents 
/and domestic corporations, .when; such acts are committed outside the /.State. •/ :, '.: ;' "'• .'-"''" :J''' - - . •••'•.- '- _ •• -
-.'",.New York invites and welcomes the-commercial trade and business., 
/.of" all persons and nations throughout the world, so that they may 
contribute to, and benefit from, our commerce. - - • 
;?" New York—the commercial center of the United States and the world 
V-will not tolerate the subversion of our nation's fundamental tenet— 
^'Vhich gives to bigotry no sanction, .to persecution no assistance." 
"^.'JWe affirm by this Act that no nation or person is welcome" to-do 
"business in this state, if that business is accompanied by religious or. .

- racial bigotry. • • • —. . 
'; The bill is approved. . • 
'~ -' Hugh L. Carey

INDUSTRIAL DEVELOPMENT AGENCY. ACT

• On approving Ls.1975, cs.671 to 678. the Governor-stated:
August 6, 1975

The New York State Industrial Development Agency Act (the,"Act"), 
l^tle I of Article 13-A of the General Municipal Law, 1 empowers the 
Legisjature to establish an industrial development agency by special 
"act for^fts^mnnicipality" which is defined by the Act to'mean any county, 
city, villai^vtpwn or Indian reservation in the-'State. The Act an- 
thorizes the creation ot* industrial development agencies to give mu 
nicipalities of the State a means by which' they could induce indus 
try to locate or to remain, in such'municipalities in order" to promote 
economically sound commerce; as well'as to prevent unemployment and 
economic deterioration. . *--^

The Act grants such industrial development agencies specific power 
to finance projects as 'defined therein, -which^are suitable for "manu 
facturing, warehousing, research, commercial or industrial purposes and 
which may include or mean an industrial pollution control facility or 
a winter "recreation facility." This inducement to industry has^beea 
recognized as .having a vafid public purpose. Because of their public^ 
purpose and-benefit the obligations and property of the industrial de 
velop mej^a gene ies are exempt from Federnland State taxation.

1765
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Chi 662 LAWS OF NEW YORK 1975

:r:-: ;jAn-A£t.to amend.the-executive law. in "relation, to boycotts and refu'saJ^-sf."-- 
,^ vg-jj^'•: to-deal, .because', ot race, creed, color, national origin or sex and. In •--,>. .^ 
'..j^*'^,-^" relation-to .extending the human rights law to apply to certain..^ A. 
.r^^t^ acts committedoutside the state. . ... __. . _,_ _ ,_. _.. _^ .^^-i^,- 
^"VAppiroved-Au^e,, 1975. effective-.Jan. .u 1375;- --.._ i .;M..^^'_.:_.;.;• >A.- >-^.'':i':

:TKe^Pe(yple~6f''the-State- of New-York, represented, .in : Spnate. .end *~.
•f^^^Ass^mbty-^do 'enact &sjolk?ws: : '~ ". ^~''\ rJ -'^.;~'^f^

•M:fc>ecHoa-i; Section two hundred niaetv^Li of the executive law-'is-.; 
hereby, amended .by/addin^ at the end thereof, a new subdivision," to- 
be subdivision thirteen, to read as follows: • -=- :r-
•'••13." -It shall be an unlawful tUscrimiaatory practice fi) for any per- _ 
'son, to'discriminate against, boycott or. blacklist, or to refuse to buy 
.from,; sell to or trade with, any^ person, becange of the rgcg.j^reed. color. "- 
'national origin or sex of such person, or of such personji partners, niein- -.. : 
bers, stockholders, directors. or'l'icers.Tnan2^.^^Superintendents, agents.

-~ ^cmglovee^ busi n eaa assoc is t eg^ suppliers or TUS tomers.' o iy {i i) for aDrV 
' person •wilfully to do any act or refrain trom (loina: an^jact which enables 

any "such person to take such action. This aabdivision shall not apoiy • 
.to:..vs ..., -. . - :...,-: ;/-.;•-• - - i,~;

(a)-Boycptts^onnected with labor difpntes: or - "
(b) Boycotts to' protest nnia^-fpl cf.s^rlniinatory practices.
§ 2. -Such law is hereby amended by ad-Iinar thereto a new section, 

to be section hyo hundreS'ninety-eight-a. TO read as follows: •
§'298-a. Application of article'to certain acts'coinmitted outside 'tfr'e 

state of New York ... •
1. The proviaions of this article shall apply as hereinafter pronded 

to an act committed outside this state^against a resident of this^gtate 
or against n corporation organize^ under the_i_aws_ LO_f__this_state or an- 
thorized to do busjness in ^bis state, if such act xvould cpnstiiute jn un- 
ja\vful^iscriniinatorT practice if commirt^il u'iibin this state. - : . •

2. If a resident person or domestic gorporarion violates any provision -'. 
of this^article by virtue of the provisions of this section, this article " 
shall apply to such person or corporation in the j=ame manner and to ; 
the same extent as such provisions •xotild have anp_Ued had such act [ 
been committed \vithin this state except that the penal provUions- oi " - 
such article shall not hj? apnlicnble. • :

3. If a non-resident^ person or foreign rorporation viojaten snv pro: - 
j"ision of this article by virtue of rh? rroriaions of this seotion. snch 
person or corporation shall he prohibit^ r'rom tmnsnctinsr nny husinesj 
within this state. Except a.> othenn-e provi'ietl in thi^jitihdivision. the 
pronjions of section two hundred ninejrr-.-eren of thi.i fhap^r ijoverning 
the prorediire^for determining and nroi'e-s-nng_g.n_la'»vful tlijcrimmacorv 
practices sh:\U apply to viohuions cferinr'i by_thU suhdivijion insot'ar 
PS such pro\isions are or r;in JTP >r.3»ie apniicnhle. If^jhe <tivision pj

Changes or additions in text are Indicated by undgflln* •
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fccmsr; -riirliis _hf.f reason lo hfrli«-vp that a no;i -resin &m verso i! or forf-ign
tonx>nnion Lag .oomimltf-d or is about to commit oniaide of this state
en EC* which ii c-c>^imj^fjjv[;hi^ this str.|e would constitute an unlawful
dUcri minatory practice and ihat such act i< in violaiion of any provision
of tjiis arlicl^^vjrirtue jjfjht- provisions of ibis section, jr^sha 11 serve a
ropy of thf romplainr^upor ?ucb person or corporation byjyrsoiKij
sgrvi^e either within or without the state or by registered mail, return
receipt requested. -directed !_ _io such person or conxiratioj st his or its
JEst knoyii rilace of residence or business, together with. a notice re 
quiring sucliwrgon or corixjralion to appear at a hearing. specifying* the
time and _pjace thereof, and 10 show cause why a cease and jlesist order
should not bejssued against such _jper_spn or corpora>io:i. n Ii such i^crson
or co n>g ratios aball fail tp^appear at such hearing^qr o!oe£ not show suffj-
cient^c£U?e ^by such order should not be issued, ihe division shall cause
to_'be issued a_ad ^erved upo_R_sach i ]>ergoii or corporation an order to cease
or demist j'roni tbp_ EC^t or acts complainecl of. FaUnre to co_niiilv_with__any
such order shell he followed by the issuance Jj^the division of' an order •
prohibiting such person or conx^ratioirfj-om^^raDsacting any business
^dlhin .this^statej A person or corr.oration who or. which transacts busi- .
,n_es_5 in tfais^jtHij'^jn^'violatign of any such order is cqil.Tv of a class A
ro i sd eio ea n or. - A n v • o rd er- is su ed pur su r^n t t g t hj s s u b d i vis ion may__b e ^'*s-'
TEcated by^Se division :upo^'satist'actor^proof of compliance with sjich . . . . - -".- • ••s*' •' '•'•^•
orcer: All orcgrs__issp^ed^purpiiant IP this sabdivision shall be subject ' (f J>j G&tF. ' / A/C •'': :^'; 
to judicial renew in the rpp.nner prescribed by article geyen^ry^-eight of 
the civil practice law and rule.5. 1 . ...... _,. .

i CPLR S TSOi e; seq. . .. -.--"- - -" " .* .' ""

"•;: §;.3. -I^.any clause^, sentence, .parapraph. section or part "of. .subdivi 
sion fhirteea of section hv'o linhdred "ninety-six" of tlTe" executive few or"
-of section nro-hundred ninery-eieht-a of tbe erecntive lair, as added by 
this act or the application thereof to any person or. circumstances shall 
be adjudged. by. any court o.f cojnpetent jurisdicrion. to be invalid or un- 
consntutid^al. snch judgment shall-not affect. : impair or-invalidate the- 
remainder thereof, or.. the application thereof to other persons or cir- ' 
curastances but sball be confined in its operation to the clause, sentence, 
paragraph; section or jiart thereof, or the. person or circumstances direct-

-.ly-involred in. ttie^.con,troyersy ;in which snch judgment shall have been
-_rendered. •— - - ^-. .. .... • _ . .: i. - ... ,••..---"—•-.•• •• -"- -; ; _;;;_•' ; "

;"-='-'§- 4. c-This act shall -take effect on -tbe first^day-of January, nineteen 
hundred seyenty-sis.'.." •; '~r.1;r"r; ~'L :iT:J-'-'~.'-^-~~r -'$•.*:- ^-."jii;:---'"'^.^".^;;,:. ..- .-.- • -

-" Education— ̂ Student" Financial -A id^Eligibflity- Requirements"- .

•;:^££^ ..!»•• -
" "An Act to-^jnend~tbe"eaucatioa'law;hi relatlon'to' eligibility requirements" 
,.-. — ...;_^jfor ctudent financial -aid under- the^ New- Tortc state higher educa- 
~. -tion serric _ . 

^, 6. J975.-«rfecUre July J, 1975.-. 'r -/ .•.;.. -.. -•"-..-•. '

The People of thfTstate of New' York,' represented in Senate and 
_"...;^..' -AssersbZy, do enact as follows :.~..^. , :. .. .;• . ; -

Section 1. Subdivision three of section six hundred sixty-one of 
-the. education Jaw, as added. by. chapter. nine hundred forty-tvo of. the
deletions by
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\VKKTZ, VEVOU, ZIMMEB—read once and referred to the 
Committee on Governmental Operations—reported from said 
committee with amendments, ordered reprinted as amended and 
placed on the order of second reading—passed by Assembly and 
delivered to the Senate, recalled from Senate, vote reconsidered, 
bill amended, ordered reprinted and restored to third reading

AN ACT
to amend the executive law, in relation to boycotts and refusals
to deal because of race, creed, color, national origin or sex and in
relation to extending the human rights law to apply to certain

acts committed outside the state ., •

The People of the State of A'eu1 York, represented in Senate and 
Assembly, do enact as follows: —

1 Section 1. Section two hundred ninety-six of the executive law is
2 hereby amended by adding at the end thereof, a new subdivision, to
3 be subdivision thirteen, to read as follows:
4 13. It sliall be, an unlawful discriminatory practice (i) for any
5 person to discriminate against, boycott or blacklist, or to refuse to
6 buy from, sell to or trade with, any person, because of the race, creed,
1 color, national origin or sex of such person, or of such person's
8 partners, members, stockholdfrs, directors, officers, managers,
9 superintendents, agents, employees, business associates, suppliers or

10- customers, or (ii) for any person wilfully to do any act or refrain from
11 doing any act which enables any such person to take such action. This
12 subdivision shall not apply to: . ' '
13 (a) Boycotts connected with labor disputes; or
14 ' (b) Boycotts to protest unlawful discriminatory practices.
15 § 2. Such law is hereby amended by adding thereto a new section,
16 to be section two hundred nincty-eight-a, to read as follows:
17 § 298-a. Application of article to certain acts committed outside
18 the state of A'cio York. 1. The provisions of this article shall apply as
19 hereinafter provided to an act committed outside this state against a
20 resident of this stale or against a corporation organized under the
21 laws qf this state or authorized to do business in this state, if such act
22 would constitute an unlawful discriminatory practice if committed
23 u-ithin this state.



	410
	S. G411—A^ 7G10-B 3 -

' 2. If a resident person or domestic corporation violates any
^ provision of this article by virtue of tie provisions of this section, this
3 article shall apply to such person or corporation in the same manner
4 'and to the same extent as such provisions would have applied had
5 such act been committed within this state except that the penal
" provisions of such article shall not be applicable.
' • 3. If a non-resident person or foreign corporation violates any
8 provision of this article by virtue- of the provisions of this section,
9 such person or corporation shall be prohibited from transacting any 

10. business within this state. Except as otherwise provided in this
11 subdivision, the provisions of section two hundred ninety-seven of
12 this chapter governing the procedure for determining and processing
13 unlawful discriminatoiy practices shall apply to violations defined
14 by this subdivision insofar as such provisions are or can be made
15 applicable. If the division of human rights has reason to believe that
16 a non-resident person or foreign corporation has committed or is
1' about to commit outside of this state an act which if committed
18 within this state would constitute an unlawful discriminatory
19 practice and that such act is in violation of any provision of this
20 article by virtue of the provisions of this section, it shall serve a copy
21 of the complaint upon such person or corporation by personal service
22 either within or without the state or by registered mail, return

-, 23 receipt requested, directed to such person or corporation at his or its
24 last known place of residency or fcusmess, together with a notice

. 25, requiring such person or corporation to appear at a hearing,
26 specifying the time and place thereof, and to show cause why a cease
27 and desist order should not be issued against such person or
28 corporation. If such person or corporation shall fail to appear at such
29 hearing or does not show sufficient cause why such order should not
30 ite issued, Hie division shall cause to be issued and served upon such
31 person or corporation an order to cease or desist from the act or acts
32 complained of. Failure to comply with any such order shall be
33 followed by the issuance by the division of an order prohibiting such
3* person or corporation from transacting any business within this
35 state. A person or corporation who or which transacts business in this
36 state in violation of any such order is guilty of a class A mis-
37 demeanor. Any order issued pursuant to this subdivision may be
38



411

: S. 6411—A. 7640-B 4
1 vacated by (lie division upon satisfactory proof of compliance
2 such order. All orders issued pursuant to this subdivision shall, be j

3 subject to judicial review in the manner prescribed by article
4 seventy-eight of the civil practice laiv and rules.
5 § 3. If any clause, sentence, paragraph, section or part of sub- 
(J division thirteen of section two hundred ninety-six of the executive 
7 law or of section two hundred ninety-cight-a of the executive law, as 
g- added by this act or the application thereof to any person or
9 circumstances shall be adjudged by any court of competent juris-

10 dictipn, to be invalid or unconstitutional, such judgment shall not
11 affect, impair or invalidate the remainder thereof, or the application
12 thereof to other persons or circumstances but shall be confined in its
13 . operation to the clause, sentence, paragraph, section or part thereof,
14 or the person or circumstances directly involved in the controversy in
15 which such judgment shall have been rendered.
16 § 4. This act shall take effect on the first day of January, nineteen
17 hundred, seventy-six.
18
19
20
21
22
23
24
25
26
27
28
29
30
31

32
33
34

35
36
37
38

85-654 O - 77 - 27
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Sub. H. B. No. 1358

SECTION 2. That existing sections I3.-5l.Ol, I.V.I.02. 1321.03. 
1331.0$, 1331.10. 1331.11. .U.-H.OO, 1707.-J4, and '^07.3S2 of the 
Revised Code are hereby repealed.

Speaker fm the Houy: Sj Rc&4szKta.tivcs.

president. .of tlta Senate.

-1976

The suction 
nature is comple

Governor.

numbering of law of a ger.eru! and porrr-.ane 
e and in conformity with the Revised Cede.

Director, Legislative Sgrytcs Commission.

Filed in the office of the Secretary of State at Columbus,
Ohio, on <*» 2nd of July . A. D, 1076.

Secretary of Slate.

File No- 414. Effective n.,»» 1976 -
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APPENDIX B

HOUSE JOINT RESOLUTION No. 31

By: Delegates HcCoy, Mnrphy, Hergenroeder, Harrison,
Dypslci, Keisengoff, Rutkowski, .Curran and Avara 

Introduced and read first time: January 19, 1977 
Assigned to: Economic Hatters

CoBuittee Beport: Favorable
House Action: Adopted
Bead second tine: February 11, 1977

RESOLUTION NO.

HOUSE JOINT RESOLUTION

A House Joint Resolution concerning "0 

Discriminatory Boycotts 13

FOR the purpose of urging Congress to swiftly enact 17 
legislation which would make discriminatory boycotts 18 
unlawful.

WHEREAS, The citizens o'f the United States are or 50 
nay become subjected to discriminatory boycotts based 51 
upon race, color, creed, religion, sex or national 
origin; .and 52

WHEREAS, The United States of America is founded 5« 
upon principles of political, social and economic 55 
equality which by definition cannot co-exist such 
discriminatory boycotts; and 56

HHEREAS, The Congress of the United States presently 58 
has under consideration certain legislation which would 59 
make discriminatory boycotts unlawful and would further 60 
prohibit compliance with such boycotts by individuals 
afforded freedom, and the protection of the Constitution 61 
and laws of the United States; now, therefore, be it 62

RESOLVED -BY THE GENERAL ASSEMBLY OF MARYLAND, That 6U 
the Congress of the United States is urged to swiftly 65 
enact the antidiscrimination legislation under 66 
consideration; and be it further

RESOLVED, That copies of this Resolution be sent to 68 
the Honorable Baiter F. Mondale, Vice President of the 69 
United states and President of the Senate, Senate Office

Building, Washington, D. C. 20510; the Honorable Thomas 70 
P. O'Neill, Speaker of the House of Representatives, 71 
House Office Building, Washington, D. C. 20515; and to 
the Maryland Congressional Delegation: Senators Charles 72 
McC. Mathias, Jr. and Paul S. Sarbanes, Senate Office 73 
Building, Washington, D. C. 20510; and Representatives 
Robert Z. Bauman, Clarence D. Long, Barbara A. Mikulski, 7i( 
Harjorie S. Holt, Gladys N. Spellnan, Goodloe E. Byron, 75 
Parren J. Mitchell, and Newton I. Steers, Jr., House 76 
Office Building, Washington, D. C. 20515.
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APPENDIX C

NORTH ATLANTIC PORTS ASSOCIATION, IMC. 

RESOLUTION

WHEREAS: there has been a proliferation of State Legislation 
dealing with compliance with foreign restrictive 
trade practices and boycotts; and

WHEREAC; the existence of such State Legislation has caused
disruption of established competitive port relation 
ships with concomitant adverse economic effects on 
those port regions experiencing trade dislocations; 
and

WHEREAS: it has been declared U. S. policy to oppose restric 
tive trade practices or boycotts imposed by foreign 
countries against other countries friendly to the 
U. S.; and

WHEREAS: State Legislation in this field conflicts with Federal 
constitutional powers to regulate U. S. international 
commerce,

NOW THEREFORE BE IT RESOLVED: that the North Atlantic Ports 
Association urges the enactment of a United States 
statute establishing a single, uniform national policy 
dealing with restrictive trade practices or boycotts 
fostered or imposed by foreign countries against other 
countries friendly to the U. S. or against any domes 
tic concern or person and reaffirming Federal preemp 
tion of State regulation in this area;

AND BE IT FURTHER'RESOLVED: that the Executive Director and the 
Committee on Federal Legislation and Government Traffic 
are hereby authorized to take such action as may be 
necessary to accomplish the objectives of this Resolu 
tion.

ADOPTED: December 1, 1976, at Washington, D.C.
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APPENDIX D 

S.69 AMENDMENT

On page 29, line 7, insert the following:

"Sec. 204 - When the rules, regulations and 
provisions of this Title are in effect, any State law, 
rule or regulation or law, rule, or regulation of a 
political subdivision thereof, with regard to foreign 
discriminatory boycotts and other restrictive trading 
practices against any U.S. person of that State or 
subdivision, is hereby superseded and preempted."

On page 29, line 8, strike "204." and insert in 
lieu thereof "205.".

S.92 AMENDMENT 

On page 29, line 11, insert the following:

"Sec. 204 - When the rules, regulations and 
provisions of this Title are in effect, any State law, 
rule or regulation or law, rule, or regulation of a 
political subdivision thereof, with regard to foreign 
discriminatory boycotts and other restrictive trading 
practices against any U.S. person of that State or 
subdivision, is hereby superseded and preempted."

On page 29, line 12, strike "204." and insert in 
lieu thereof "205.".



419

Senator STEVENSON. Mr. Weinstein.

STATEMENT OF GILBERT M. WEINSTEIN, VICE PRESIDENT, INTER 
NATIONAL AFFAIRS, NEW YORK CHAMBER OF COMMERCE AND 
INDUSTRY

Mr. WEINSTEIN. My name is Gilbert Weinstein. 
[The complete statement follows:]

STATEMENT OF THE NEW YORK CHAMBER OF COMMERCE AND INDUSTRY
My name is Gilbert M. Weinstein. I am vice president of international affairs 

for the New York Chamber of Commerce and Industry. We welcome this oppor 
tunity to present our views on what we consider to be a critical aspect of the 
proposed legislation on international boycotts.

For the record, the New York Chamber of Commerce and Industry is the oldest 
Chamber in the United States, having been founded in 1768. It is composed of 
about 2,000 members engaged in business or the professions, the majority of 
whom work and reside in the New York Metropolitan area. Its membership is 
broadly representative of the commerce and industry of New York City and 
the New York Metropolitan area and it includes banking, finance, trade, insur 
ance, shipping, transportation, construction, and public utilities, among others 
and all the ancillary services and professions which support the operations of the 
nation's and the world's leading business community. In addition, our member 
ship contains a large group of firms involved in international trade.

First, let me say that we feel it is essential that this country should have a law 
concerning international boycotts, not just a policy. The law should be clear, 
consistent and uniformly applicable to any international boycott situation. Am 
biguities, uncertainties and inconsistencies are impossible conditions for business 
firms engaged in foreign trade. Therefore, the passage of legislation that will end 
these ambiguities and provide an effective law to counter international boycotts 
is welcomed by the Chamber.

We would like to address ourselves at this time to one specific issue in connec 
tion with boycott legislation, the State laws concerning hoycotts.

Since January 1, 1976, the effective date of New York State's law prohibiting all 
compliance with international boycotts, .there has been a proliferation of other 
state laws on the subject—no two of them alike, and in fact, no one of them clear 
enough to be totally effective. This lack of uniformity in approach and applica 
tion has led to virtual chaos among U.S. exporters, who, faced with various laws 
in different states, often opt to ship through ports in states with either a weak 
law, or no law at all.

It is inconceivable that an exporter can now ship to a Middle Eastern market, 
comply with federal law, and to avoid violating the law in New York State, can 
ship through Hampton Roads, Virginia which has none; or through Baltimore, 
Maryland, which has a law which is not as inclusive as New York's.

The result of the various state laws has therefore been, not broad compliance 
with many state laws, but rather a shift in shipping patterns. The increases in 
cargo shipments to Ara'b countries in 1976 have been immense from those ports 
having no state law or a law weaker than New York's. (See following table).

This situation is not in the best interests of either the 'business community or 
those states which have enacted laws. New York's Governor Carey stated at a 
Chamber meeting in April 1976, that the New York Boycott Law was ineffec 
tive, counter-productive, and resulted in a loss of cargo and jobs.

Since constitutionally we believe this subject is the responsibility of the Fed 
eral Government, because of the severe distortions of normal trade patterns, and 
because of the confusion that currently exists with many State laws which will 
only be increased in number if there is no pre-emption, we urge that this Com 
mittee specifically include pre-emption in the language of the anti-boycott legis 
lation being considered as part of the Export Administration Act.
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WATERBORNE EXPORTS TO ARAB MIDEAST" FROM SELECTED U.S. PORTS (LINER SERVICE ONLY)

U.S. port

New York/New Jersey

Mobile...-.......-.---.-......--...-.

Total. United States.--.....--...

Tonnage change Percent change 
1975 (long tons) 1976*(longtons) 1976/75 1976/75

...... 193,348

...... 81,384

....-- 52,180

...... 74,750

...... 203,422

...... 942.199

183, 100 
185, 250 
120, 500 
144, 400 
412, 500

1. 330. 100

-10,248 
+103, 866 
+68, 320 
+69, 650 

+209, 078

+387. 901

-5.3 
+ 127.6 
+130.9 
+93.1 

+102. 8

+41.2

5 Includes: Syria, Iraq, Jordan Kuwait, Saudi Arabia, United Arab Emirates, Oman, Bahrain, Libya, and Egypt. 
2 Estimated on basis of 10 mo actual data.
Source: Bureau of the Census data.

Senator STEVENSON. Thank you, : gentlemen.
You have stated your position clearly and convincingly. It's a posi 

tion on pre-emption that I agree with so I have no questions.
Are there questions, Senator Proxmire?
Senator PROXMIRE. I think you have made a very strong case, too. I 

want to ask particularly Mr. TJllman and Mr. Weinstein. Yesterday 
Mr. Stewart, president of the Machinery and Allied Products Institute, 
said the Jewish freight forwarders have moved out of New York in 
response to New York State law on the boycott.

Now that testimony was contested by the witnesses from the Anti- 
Defamation League. I wonder if you could shed any light on whether 
or not that is a fact, whether you know anything about it, whether you 
would be in a position to know if that were a fact.

Mr. ULEMAN. The question is whether Jewish freight forwarders 
have moved out of New York as a result of the New York State law ?

Senator PROXMIRE. That's right.
Mr. ULLMAN. To the best of my—and I think I would know this— 

I know of no Jewish freight forwarder that lias moved out of New 
York by reason of the New York State law.

Senator PROXMIRE. How about other freight forwarders ?
Mr. ULI.MAN. They haven't moved out. What's happened, Senator 

Proxmire, is that the freight forwarders in New York have been 
forced to divert the shipments from the Port of New York to other 
ports. When I say forced, it's because they act as agents only for the 
exporters and the exporters who are mostly located inland'have made 
a determination not to use the Port of New York for fear of being 
prosecuted as they can be as iiouresidcnt corporations.

Senator PROXMIRE. Do you have actual personal knowledge that 
this has taken place?

Mr. UIJ^MAK. Well, for example, many of my clients have offices not 
only in New York but Baltimore and the other outports as well. What 
we have seen is the complete virtual elimination of Arab Shipments 
through the Port of New York and these same exporters moving their 
goods through Baltimore at the same forwarder's office but in 
Baltimore.

Senator PROXMIRE. But Baltimore has legislation, too.
Mr. TjLi.MA:\y . Yes; they do, but——
Senator PROXMIRE. Mr. Halpin just testified they have very strong 

legislation.
Mr. UIVLMAX. They do, but their lecislation contains certain ex 

ceptions to it which comfort our American exporters. The usual ccr-
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tifications which are required are unlawful under New York laws, as 
I mentioned, but probably lawful under the Maryland law, so it causes 
no real concern.

Senator PROXMIRE. Well, let me ask all of you if you can specify 
what ways you or members of your organizations have altered your 
operations in response to State boycott laws.

Mr. ULLMAX. I can give you another illustration. For example, one 
very large oil company had a freight forwarder in New York that em 
ployed 40 people in its division handling the account of this one oil 
company. On January 1, Senator, when the New York State law be 
came effective, January 1, 1976, that oil company said to its freight 
forwarder in New York, "You close down your division in New York 
and reestablish it or obtain new employees in Houston, Tex."

Senator PROXMIRE. What oil company was that ?
Mr. ULLMAX. Aramco. "We're no longer going to use the Port of 

New York," and they have not been using the Port of New York.
Senator PROXMIRE. If we passed either one of these bills—and they 

are similar in many ways—in your view, would this have any economic 
effect on American jobs ? You say it has that effect on jobs in New York.

Mr. ULLMAX. Well, I'm here to testify, Senator, about the preemp 
tion clause and I'm not too familiar with the other aspects of the bill as 
to whether it would have any effect on American jobs depends upon 
the substance of the bills before this committee and frankly I'm not 
that expert in the impact of your legislation in that regard. There is 
always that threat that it will have an affect upon American jobs. 
I'm not so sure it will.

Senator PROXMIRE. Under your New York antiboycott law, what 
enforcement actions have been brought, how many, and how many per 
sons have been convicted of violating State law ?

Mr. ULLMAX, We have had one test case and it's sent tremors up 
and down the spines of every bank, forwarder, exporter, and ocean 
carrier in the United States. That is a test case involving two very 
prominent New York banks who were called in before the State human 
rights division for alleged violations of our New York law and the 
alleged violations of what I have been telling you about is the cer 
tifications that are required and the human rights division on Janu 
ary 6, 1977, a little over a month ago, held that when banks processed 
these letters of credit containing these certifications there is "probable 
cause" to believe that the banks are in violation of our New York State 
law.

Now what that means is if the banks are in violation, so were the 
ocean carriers; so are the freight forwarders; so are the exporters; and 
so arc the insurers who have to give a certification that they are not on 
any blacklist. What that does, of course, is just terrorize the people 
who are using the Port of New York and diverting cargo, despite the 
fact that New York is a great cargo port, we have the best service, 
the best facilities. Our American shippers are being deprived of the 
use of those facilities because of this New York State law.

That includes, Senator Williams, our great facilities in New Jersey 
as well, as yon well know, and when I say New York I mean the Port 
of New Yoi'k and New Jersey.

Senator WILLIAMS. I notice the port is properly described here as 
New York-New Jersey.
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Mr. ULLMAN. Yes, sir. I'm talking about the impact——
Senator PROXMIRE. Could you include Wisconsin in that somehow ? 

[Laughter.]
Senator STEVENSON. Don't forget Chicago.
Senator PROXMIRE. One of the witnesses that just preceded you, Mr. 

McNeill, also favored preemption, but he indicated that he favored a 
bill which, in my view, would be considerably weaker than the laws 
that you have on your books in New York or we have in Maryland or 
California or elsewhere. So the preemption would have the effect of en 
feebling rather than strengthening the antiboycott law. Do you have 
any feeling, therefore, about the substance of the laws that we have 
passed, the preempting law that we're going to enact ? Are you f amil- 
iarwithS.69orS.92?

Mr. ULLMAX. Yes; I'm familiar generally with the bills and I 
might say, Senator Proxmire—and I heard Attorney General Burch 
testify along those lines as well—he said that Maryland would have no 
objection if the Federal law was a stronger law than the law of the 
State of Maryland. I think you have an impossible job trying to deter 
mine whether there should be a preemption clause based upon whether 
the Federal law is stronger or weaker than any State law. It could, for 
example, be stronger than Maryland but weaker than New York. It 
could be weaker than. Illinois but stronger than California. So I don't 
see how you can make that determination.

Senator PROXMIRE. I realize the determination is hard to make. It's 
a judgment call. What we have done on other legislation is to provide 
that the preemptions would take place unless the State law were 
stronger. We have done that with respect to consumer protection laws 
where those more vigorous consumer protection laws on the books 
would not be preempted.

Mr. ULLMAN. Well, I think you can probably match up one State 
law with one Federal law, but when you try to match State laws with 
one Federal to determine which is stronger and which is weaker, you'd 
have your hands full. All in all, as far as these two Federal bills are 
concerned, I think they are strong laws. I think that they would do the 
job, in my own judgment. This is just my personal view. They would 
do the job of preventing what we consider improper boycotting prac 
tices, and that's all we really look for in a Federal law, but once that's 
passed and that's the law of the land we hope no State laws would be 
in conflict with it.

Mr. WEINSTEIN. I think, also, there's a problem not only as to which 
State law is the strongest, but New York, for example, which has had 
the State law the longest still has not issued any guidelines or regula 
tions with respect to the law. So in fact, the same questions that arose 
in the minds of exporters in the State in August of 1975 when the law 
was first signed still exists now because there are still no guidelines or 
regulations, and the fact is the diversions started in January of 1976 
when the law went into effect before anyone even knew what the im 
plications of the law were or how it would be enforced. Those diver 
sions started and they still continue simply because the whole area of 
the State law on the boycott subject is still an area of confusion. And so 
we look forward to a Federal law that is clear, concise, and spells out 
the law so that the exporters in the country can follow the same set 
of regulations.



423

Senator PROXMIKE. That's the thrust of the testimony of all three of 
you gentlemen and it's very welcome and I agree with it 
wholeheartedly.

There's just one remaining problem. Even if we passed preempting 
antiboycott legislation, we have tax reform legislation that provides 
for another kind of treatment to avoid the 'boycott issue and the boy 
cott question. That act contains different 'standards and procedures 
and prohibitions and so forth than those proposed in the pending 
legislation. How do you feel about that ? Do you think it would be de 
sirable for us to try to act on that legislation, too? Would it be neces 
sary to change it ?

Mr. ULLMAN. Well, my own view, Senator——
Senator PROXMIRE. How burdensome would it be with those two 

conflicting laws on the books?
Mr. ULLMAN. Well, we have a very difficult time as it is to compete 

with foreign suppliers. If we make it more complicated and more 
onerous for our American exporters to have to comply with the anti- 
boycott provisions of the tax law and the antiboycott restrictions in 
your legislation, it just discourages the smaller fellow from exporting 
and that does not help our foreign commerce. If he's worried about 
being prosecuted, he says, it isn't worth it all; we'll just not do it.

Senator PROXMIRE. So you're arguing that if we pass this legisla 
tion we should try to act to persuade our colleagues to consider ending 
the antiboycott provisions in the Tax Reform Act?

Mr. ULLMAN. Almost the same argument we made to you about 
preempting the State laws. We think there should be one law on the 
whole question.

Senator PROXMIRE. Thank you, Mr. Chairman.
Senator STEVENSON. Senator Williams.
Senator WILLIAMS. Just one or two, Mr. Chairman.
Do yon have the comparative analysis of the six-State antiboycott 

laws?
Mr. ULLMAN. No, sir. I do not have a comparative analysis. If it 

were helpful to you, Senator Williams, I would try to get it out. I'm 
familiar with the New York law and to some extent the Maryland 
law.

Senator WILLIAMS. Well, I think that we should have this from 
some source.

Mr. HALPIN. We have done such an n^nlysis and I think it's already 
been supplied to the committee (see p. 377).

Senator WILLIAMS. Fine. Now the attorney general from Maryland 
said that he strongly suggests—in fact, I think his acceptance of the 
Federal law is based in part on preemption. The Federal statute should 
be stronger than the Maryland act. Evidently the Maryland act is far 
less demanding than the New York act. When I look at this tonnage 
shipped, Maryland has been a big gainer in tonnage to shipments to 
the Arab Mideast.

Mr. ULLMAN. That's correct, and we attribute that to the New York 
law prohibiting an exporter from furnishing the usual certifications 
that are required, whereas apparently the Maryland law doesn't do 
that.

Senator PROXMIRE. Would the Senator yield ?
Senator WILLIAMS. Yes, sir.
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Senator PROXMIRE. Isn't it a matter of timing on that? Isn't it true 
that the Maryland law only went into effect January of this year?

Mr. ULLMAN. Yes; but there's language, Senator Proxmire, in the 
Maryland law which excludes, for example, shipping documents from 
the thrust of the law and these certifications are shipping documents 
so I think that exporters derive much——

Senator PROXMIRE. You're just saying the numbers you have here 
don't reflect the Maryland law's effect; it may be that, but these num 
bers don't reflect that?

Mr. ULLMAN. No; they do not. The numbers reflect the fact that the 
American exporter public has become terrified with the New York law.

Mr. HALPIN. Speaking as a deputy port administrator, Senator, we 
also think the services in our port had something to do with this.

Mr. WEINSTEIN. But in fact it shows how easily an exporter can 
divert cargo from one port to another and that's really an unhealthy 
situation. We can compete on fairly equal grounds we hope with 
respect to service and sailings and what have you, but when it becomes 
a situation where you compete on the basis of which State has the 
stronger law, then it seems to be unfair.

Mr. ULLMAN. I might give you an illustration of that, Senator, with 
all due deference to Baltimore. The Pacific Far East Line, for example, 
initiated a service from the North Atlantic ports to the Arabian coun 
tries. Any time a major line initiates that kind of service it always 
includes a call at the Port of New York. It's unheard of to do other 
wise. Yet when Pacific Far East Line, PFEL, came to start its service 
and scheduled the call at the Port of New York, it found out that it 
could not pick up any cargo at the Port of New York. For the first 
time in the history of steamship service in years there was no cargo 
from New York, but all the cargo in the world from Baltimore, 
Mobile, and these other ports.

Senator WILLIAMS. At any rate, it should be a total preemption; is 
that what you're suggesting, without loopholes for various State 
actions ?

Mr. ULLMAN. It should be very clear, Senator Williams. Otherwise, 
the courts tend to sustain State laws. I think Mr. Marcuss is familiar 
with the General Electric case.

Senator WILLIAMS. Thank you very much.
Senator STEVENSOX. Any further questions or comments ?
Thank you, gentlemen.
The subcommittee will reconvene on February 28 at 10 o'clock to 

hear from the State Department.
[Whereupon, at 1:10 p.m., the hearing was adjourned.]
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ARAB BOYCOTT

MONDAY, FEBRUARY 28, 1977

U.S. SENATE,
COMMITTEE ON BANKING, HOUSING, AND URBAN AFFAIRS,

SUBCOMMITTEE ON INTERNATIONAL FINANCE,
Washington, D.O.

The subcommittee met at 10:05 a.m. in room 5302, Dirksen Senate 
Office Building, Senator Adlai E. Stevenson, chairman, presiding.

Present: Senators Proxmire, Stevenson, Sarbanes, Heinz, and 
Schmitt.

Senator STEVENSON. This morning the subcommittee resumes its 
consideration of legislation to extend the Export Administration Act. 
That act is the basic export control authority of the United States. 
The authority of that act controls exports technology, of food,.of nu 
clear exports, exports of all commodities for purposes of maintaining 
domestic supplies against excessive foreign demand with inflationary 
consequences or shortages in the United States.

The antiboycott provisions of this legislation have attracted the 
most public attention and generated a good deal of pressure upon the 
Congress.

Our witness this morning is the Secretary of State who has recently 
returned from a trip to the Middle East. Your views, Mr. Secretary, 
on the effect of this legislation on U.S. interests in the Middle East 
and throughout the world would be welcome, especially your views 
as to the effect it might have on oil prices or the prospects for a settle 
ment in the Middle East.

I think we all realize that no act of the Congress will end the boy 
cott. It will only be ended as part of an overall settlement in the 
Middle East. So we welcome you, Mr. Secretary, and look forward 
to hearing your views.

STATEMENT OF CYRUS R. VANCE, SECRETARY OF STATE

Secretary VANCE. Mr. Chairman, I am pleased to have this oppor 
tunity to address the boycott issue and the administration's position 
concerning proposed new antiboycott legislation.

We favor renewal of the Export Administration Act of 1969, in 
order to provide specific legislative authority for the Secretary of 
Commerce to control exports for reasons of national security, foreign 
policy, and short supply. A number of agencies will be submitting to 
your committee reports on title I and title III of the bills to renew 
the Export Administration Act.

Let me turn to the question of boycotts.
(425)
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As the first representative of the new administration to address this 
issue before the Congress, let me say that we want to work closely with 
you on the problems that foreign boycotts present to American com 
merce and American firms, especially as they involve conduct that is 
contrary to commonly accepted American principles and standards. 
The President has often made clear his concern, and I share his deep 
feelings on this issue. We deplore discrimination on the basis of race 
religion, and national origin. We also oppose boycott practices requir 
ing American firms not to deal with friendly countries or other Ameri 
can firms.

Let me summarize the principles on which we believe an approach 
to these problems should be based:

1. Any foreign 'boycott-motivated discrimination against U.S. per 
sons on the basis of religion, race, or national origin should be explic 
itly outlawed. Firms should be prohibited from responding to boycott- 
related requests for information on religion race, or national origin.

2. Refusals by American firms to deal with any friendly foreign 
country, demonstrably related to a foreign boycott, should be prohib 
ited. So, in general, should refusal to deal with other U.S. firms. We 
believe that decisions as to what commerce U.S. firms may or may 
not have with other countries or with other U.S. firms should be made, 
consonant with American policy, by Americans and only Americans. 
This principle raises difficult questions about enforcement—turning 
on judgments about a company's intent when it does not do business 
with a friendly country or another company. We need to examine, 
both within the executive branch and in consultation with the Con 
gress, how this principle can most effectively be expressed in legisla 
tion. We need to provide our companies with clear and realistic guid 
ance on how to conduct trade in boycott-related situations. We must 
consider for example, such difficult problems as whether an Ameri 
can company might be required to ship goods to a foreign country 
when it knew that these goods would be turned back or confiscated at 
the port of entry.

3. The prohibitions affecting U.S. firms should not, in general, apply 
to transactions of foreign subsidiaries of U.S. firms which involve the 
commerce of a foreign country and not U.S. exports. But they should 
apply in cases in which any U.S. firm seeks to use foreign subsidiaries 
in a manner intended to circumvent the law.

4. The new law should preempt provisions of State laws dealing 
with foreign boycotts. This should be done in the interests of uniform 
ity and to remove elements of confusion and uncertainty from the 
conduct of our foreign commerce.

5. To enable an orderly transition to be made to the new legislative 
requirements, some kind of grandfather clause or grace period should 
be provided with regard to transactions under existing commitments.

6. The new law should substantially cutback the reporting require 
ments on U.S. firms. Many of the reports now required would not be 
needed in enforcing a new law. The benefits of maintaining such infor 
mation-gathering requirements would be disproportionate to the 
burden on individual firms.

7. All boycott reports submitted to Commerce should be publicly 
released. Only proprietary business information should be protected.

We recognize that this issue stems, at this time, primarily from 
concerns about the Arab boycott of Israel. We believe that, in coopera-



427

tion with Congress, we can make progress on these issues without 
seriously impairing opportunities for foreign trade, or inhibiting our 
diplomacy in the Middle East. And we commit ourselves to cooperat 
ing with Congress to achieve this result.

We are strongly opposed to foreign boycotts directed against 
friendly countries. But we understand that states do exercise their 
sovereign rights to regulate their commerce, and to decide, if they 
wish, to refuse to deal with other nations or the firms of other nations. 
They have the right to control the source of their imports as well as 
the destination of their exports.

We view as a different matter, however, efforts by any foreign coun 
tries to influence decisions and activities of American firms in connec 
tion with any primary boycott of another country. Thus, secondary 
'boycott practices of other countries can intrude seriously into the 
business practices of American firms engaged in U.S. commerce and 
can have the effect of using U.S. commerce to liairm third countries 
with whom we are friends. I believe we will all agree that U.S. firms 
should not be required, by the decision of a foreign nation, to avoid 
commercial relations with other friendly countries or with other U.S. 
firms.

One specific problem arising from foreign boycott practices has been 
the requirement for use of negative certifications, for example, certi 
fications that goods do not originate in a given country, or are not 
produced by a firm blacklisted by another country or are not shipped 
on a blacklisted vessel. The members of this committee should be aware 
that diplomatic efforts and the efforts of the U.S. business community 
over many months have brought about some encouraging changes in 
this area of concern. I am happy to report that during my visit to 
Saudi Arabia, its leaders informed us that Saudi Arabia will accept 
positive certifications of origin. We are continuing ouir efforts to bring 

. about further voluntary changes by foreign governments in this and 
other areas of intrusive boycott practices.

We agree, Mr. Chairman, on the need to prohibit by law in absolute 
terms any discriminatory actions arising from foreign boycotts, based 
on race, religion, or national origin. Forthright diplomacy is another 
ivay to pursue our efforts, and we have found a forthcoming response. 
The Government of Saudi Arabia has very recently informed us again 
that its bovcott "has no connection with or basis in matters of race or 
creed." When specific instances of discriminatory requests have been 
reported in isolated instances, we have approached foreign govern 
ments and received assurances that discrimination was contrary to the 
policy of the government in question. We appreciate the responsive- 
ness of the boycotting countries to our concern in seeking to remedy 
and avoid recurrence of any such discrimination, which all of us abhor. 
We will remain vigilant on this point.

My appearance here follows closely on my return from the Middle 
East. I believe it would be appropriate to talk for a moment about our 
Middle East policy as a whole, and about our hopes and our efforts 
for a peace settlement in the area.

President Carter asked me to travel to the Middle East, in my first 
mission abroad as Secretary of State, because he believes that the 
Middle East situation must be given very high and early priority.

85-654 O - 77 - 28
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My trip 'had several purposes:
To demonstrate the importance the President and I attach to 

the achievement of a just and durable peace in the Middle East, 
and to the maintenance of close ties between the United States 
and the nations I visited.

To meet the leaders of those nations and establish the personal 
relationships that are so important to a diplomacy of confidence 
and trust.

And to learn from them their views, so we might define more 
clearly areas of both agreement and disagreement, and establish 
a base for our own diplomacy in pursuit of peace. 

I am. satisfied that these purposes were met. We face a long and 
difficult process, with no assurance of success. But this has been a good 
beginning, and we are determined to proceed.

I was encouraged to find a number of areas of general agreement 
among the leaders I met:

There is a common commitment to working for peace, so that they 
may turn the energies of their governments to bringing the economic 
and social benefits of peace to their peoples.

There is a consensus on the desirability of reconvening the Geneva 
Conference sometime during the second half of 1977.

Each agreed to attend such a conference without preconditions, 
assuming the resolution of disagreements on procedural questions.

They would like to see the United States play an active role in 
facilitating the search for a settlement.

And each leader accepted an invitation to meet with President 
Carter during the next 3 months.

This is a base on which we can build. But there are complex pro 
cedural and substantive issues that will require imagination and flexi 
bility from us all.

While there was general agreement on what the core issues of a 
settlement must be, there are strongly differing views on how these is 
sues should be resolved. These core issues are the nature of peaceful 
relations between Israel and her neighbors; the boundaries of peace, 
and the future of the Palestinians.

In addition there are shairp disagreements over whether and how the 
PLO should be involved in a Geneva Conference.

No one can promise success. But we are committed to a serious effort 
at helping the nations of the Middle East find a just and lasting solu 
tion to the conflicts and tensions that have plagued them and threat 
ened the world for nearly three decades.

Given the inherent difficulty of this challenge, and the very high 
stakes we have in meeting it successfully, we believe we are bound to 
do what we can to enhance the chances of success by our handling of 
related issues.

I must also report that I did find concern in Ai-ab capitals about the 
effects of legislation on commercial relations between the United States 
and those countries.

They also attach importance to good bilateral relations with the 
United States. Our shared economic and commercial interests are an 
important part of these relations. The magnitude of these interests is 
reflected in the latest statistics on economic relations between the 
United States and Middle Eastern countries. Over the past 4 years, the
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Middle East market for U.S. exports has doubled in importance—from 
about 5 percent of total U.S. exports to nearly 10 percent of this total. 
During this period, our exports to the Arab countries have nearly 
quadrupled, to a present level of $7 billion a year. Our current exports 
to Israel and the Arab countries of the Middle East now total some 
$8.5 billion. U.S. oil imports from Arab countries now account for more 
than a third of total U.S. imports and more than 15 percent of total 
U.S. oil consumption. Beflows to the United States of petrodollars in 
the form of investment from the Arab States are running some $10 
billion a year.

I believe that a forthright but carefully considered policy empha 
sizing that U.S. legislation deals—as is entirely appropriate—with 
U.S. commerce and the activities of U.S. persons, will be understood 
by Arab leaders.

We have weighed carefully the risks to our important political and 
economic interests in the Middle East which attend further legislation 
directed at activities of U.S. firms related to foreign boycotts. We 
believe that carefully directed legislation combined with diplomatic 
action can protect our interests. I want to emphasize our intention to 
maintain close and friendly relations with the countries of the Middle 
East.

There is much common ground between the principles of the admin 
istration which I have enunciated and the objectives of the current 
congressional proposals for new legislation.

This administration wants to work out with the Congress language 
for antiboycott legislation on which we can both agree.

I also hope it will be possible, as these hearings proceed, for the 
various business and other gi-oups to reconcile their views on the provi 
sions of some new legislation. In this respect I have received en 
couraging reports that the meetings between the Anti-Defamation 
League and the Business Roundtable have been constructive. A sub 
stantial meeting of minds by these representative groups on a set of 
principles on which legislation might be based will be a great help to 
us in our deliberations.

The other Cabinet members concerned and I would be happy to 
make available our experts to work with your committee staff to 
formulate new legislative language on which we can agree. As issues 
are developed for decision, I will also be happy personally to consult 
further with the members of this committee.

That completes my statement. I will be happy to answer any ques 
tions. Mr. Chairman.

Senator STEVEXSON. Thank you, Mr. Secretary. You're off to a fine 
start as Secretary of State and I think that's a very good statement of 
principles, but as a lawyer with a distinguished career you're well 
aware that it's easier to enunciate principles than it is to articulate 
them into law.

At the very end of your statement. Mr. Secretary, you said that you 
and your staff were available to work with us to formulate the new 
legislative language, which would imply you're not happy with the 
present legislative language. Could you address yourself to some of 
the provisions of the bills that are in front of us that give you a 
problem ?
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Secretary VANCE. Yes; I'd be happy to in general terms, Mr. 
Chairman.

Our focus on this question is primarily aimed at the secondary boy 
cott practices as they relate to actions by U.S. firms involving U.S. 
commerce. Some of the existing bills seek in part to confront the ques 
tion of primary boycott practices and other boycott related practices 
which do not involve U.S. commerce. This is one area where I think 
we see problems that we would like to iron out with this committee.

In the refraining from dealing provisions of some of the bills which 
have been currently introduced, the prohibition is ambiguous and may 
be so broad as to interefere with transactions in which U.S. firms them 
selves do not decide to exclude any other supplier or subcontractor on 
boycott grounds.

As I have indicated, we also have some question about the limits 
which the bills would set on the supply of commercial information by 
U.S. firms. Also, we think that the reporting requirements can be cut 
back to those necessary for enforcement, in order to cut down on some 
of the excessive information which is required at the present time.

There are other issues, such as the treatment of nationality, as a 
new basis for finding discrimination, which need to be explored. We 
believe very strongly, as I indicated, that any information requested 
with respect to national origin is of fundamental importance but a 
question 'concerning nationality is a different matter because that 
comes back to the question of the primary boycott.

These are the kinds of issues that we think ought to be discussed in 
detail. They are very complex matters and I'm sure when we sit down 
and begin to work with the staff of this committee and the other com 
mittees involved we ought to be able to find a common ground.

I would also say I hope that the work which has been done by the 
Antidefamation League and the Business Roundtable, which I think 
will be forthcoming some time this week, will be helpful and con 
structive to all of us in moving forward. My general understanding 
of the areas of agreement are such that they would fall within the 
general principles which I have enunciated this morning.

Senator STEVKXSOX. Mr. Secretary, conflicts between foreign nations 
that are not unfriendly to the United States are not unusual. Have you 
given any thought to the consequences of such legislation as this in 
other parts of the world? I cite a few examples: the conflict between 
Turkey and Greece, between Taiwan and the Peoples Republic of 
China, between Subsahara black Africa and the Rhodesian Govern 
ment and the Government of the Union of South Africa. Isn't it possi 
ble that enactment of legislation along the lines of either of these 
two bills could have some unintended consequences for American in 
dustry and for the United States in other regions of the world ? Have 
you addressed yourself to that?

Secretary VANCE. Yes; I have. We have given a great deal of 
thought to that question. Insofar as Greece and Turkey are concerned, 
there are no boycott provisions operating at the present time.

With respect to Rhodesia, there we have a different kind of a situa 
tion. There we have a boycott which is a primary boycott which was 
arrived at bv virtue of a resolution adopted in the United Nations to 
which the United States is a party. Also, since that is a primary 
boycott, I think the situation is different from what I was addressing
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myself to today which was primarily the secondary and tertiary 
boycott.

Insofar as the Cuban situation is concerned, the United States main 
tains a primary boycott which again is different from the Arab boycott 
of some U.S. firms.

Insofar as North Korea and Vietnam are our concerned, again those 
are really primary boycott situations except for the U.S. limitations on 
bunkering facilities for ships of third countries which would be deliv 
ering materials into those two countries. Also, some provisions of the 
AID legislation have secondary boycott aspects. These do present is 
sues which have to be considered very carefully in the drafting of any 
ultimate legislation which comes out of this committee.

Senator STEVENSON. Would you advise us to separate provisions 
on the nuclear proliferation and hold them back in the committee pend 
ing the formulation of an administration position and policy on nu 
clear proliferation ?

Secretary VANCE. I believe this would be helpful, Mr. Chairman. 
As you correctly noted, we have been involved in an intensive study 
within the administration on the development of our policy with re 
spect to nuclear proliferation. Our study is well along but it will prob 
ably take us through the end of March before it is completed and a 
decision is reached within the executive branch. I believe it would be 
helpful before final legislation is drafted that you have the benefit of 
the ultimate position of this administration.

Senator STEVENSON. Senator Heinz.
Senator HEINZ. Thank you, Mr. Chairman.
Mr. Secretary, from your last remarks, I gather that you feel that 

not only would it be a good idea to delay action on either of the bills 
before this committee, S. 69 or S. 92, until you have been able to reach 
some positive recommendations to the committee on nuclear prolifera 
tion, but obviously you also seem to be arguing for a delay on either of 
these bills simply because the administration has not got legislative 
language which it would be satisfied with. Is that correct?

Secretary VANCE. That is certainly the case with respect to the pro 
liferation issue. With respect to the other issues, we are prepared to 
sit down at any time with the staff of your committee to talk about 
proposed language on the boycott issues. I have tried to enunciate the 
framework within which I think those discussions should go forward. 
We do have some draft language but we know that this is the kind of 
thing which has so many complexities that it has to be discussed in 
the most minute detail with the members of your staff.

Senator HEINZ. There are, of course, two specific proposals before 
• the committee, S. 69 and S. 92. You're saying that in their present form 
neither of those bills is acceptable to the administration ?

Secretary VANCE. Yes, I pointed out the problems that I think are 
presented in those and I would think it would be preferable to see if 
we couldn't work out a clean piece of legislation which was the com 
bined effort of both the Congress and the administration.

Senator HEINZ. Within what kind of time frame ?
Secretary VANCE. We are prepared to sit down starting tomorrow.
Sector HEINZ. If the committee were to say to you. "Mr. Secretary, 

we'd like to have your specific proposals, your amendments to either 
S. 69 or S. 92 within a week," would that be an acceptable time frame ?
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Secretary VANCE. We can do that; yes. We can meet that. But again, 
I would urge that it would be preferable to try and work out a com 
bined new piece of legislation rather than to try and mark up the exist 
ing pieces of legislation.

Senator HEINZ. Mr. Secretary, I don't mean to be contentious, but 
my problem is that you have given us some general principles and they 
sound good. Then you at the same time say, well, there are specifies in 
the legislation which you don't think you agree with. I'd like to know 
what they are.

Secretary VANCE. I have indicated to you earlier what some of those 
problems were and we are prepared to give you more specifics by the 
end of the week or the beginning of next week.

Senator HEINZ. Well, I think having the actual specifics and your 
thinking on them would be a help. I commend you on your principles. 
I think they are fine, but I think the details are what we need to get 
down to cases here.

Secretary VANCE. I quite agree with that and I think we will also 
be helped if agreement can be finally reached on antiboycott principles 
by the ADL 'and the Business Eoundtable. I hope this might come out 
this week.

Senator HEINZ. I'm glad to hear that. Thank you, Mr. Secretary.
Senator STEVENSON. Senator Proxmire.
Senator PROXMIRE. Well, I join Chairman Stevenson in commend 

ing you on your statement. I'm delighted to see it and delighted also 
to see your support for the principles of both S. 69 and S. 92.

In your responses to Senator Heinz I take it that you will be able to 
provide language and the kind of proposals, specific changes, you'd 
like to see in new legislation by March 17. March 17 is the markup date 
that's been set only 2y2 weeks from now, and I take it you can do it by 
that time.

Secretary VANCE. We'll be prepared to meet that date.
Senator PROXMIRE. Let me just see if I can get a little closer under 

standing of your specific position. You stress the fact that antiboycott 
legislation should be where I think it is in these two bills; that is, to 
prohibit intereference with American sovereignty but not just the right 
of American firms to deal wherever they wish but also the duty of 
American firms not to serve as an enforcer of the boycott. Is that 
correct ?

Secretary VANCE. In terms of a secondary or tertiary boycott, yes. 
With respect to a primary boycott, that's a different situation.

Senator PROXMIRE. As you know, there's a sharp difference between 
the bills. Perhaps one of the principal differences between the bills is 
whether there should be a negative certification permitted. The S. 69 
bill permits that. S. 92 does not. I wonder if you could give us a clearer 
understanding of the position that the State Department and Adminis 
tration has.

Secretary VANCE. Our position is very clear in that. We support use 
of positive certifications and that is something which I think is fea 
sible. As I mentioned in my prepared statement, the Saudi Arabian 
Government informed me during my trip to Saudi Arabia last week 
or the week before that they were prepared to accept positive 
certifications.

Senator PROXMIRE. And, of course, that is provided in S. 92.



433

Secretary VAXCE. Yes.
Senator PROXMIRE. S. 69 permits negative certification. Now what 

discussions did you have with the Arabian leadership about antiboy- 
cott legislation during your trip. Did you bring the matter up or did 
they ?

Secretary VANCE. I brought it up in the early stages and they talked 
to it at length in our longer discussions.

Senator PROXMIRE. Did you get the impression this was a matter of 
great concern to the Arabs ?

Secretary VAXCE. I did, sir.
Senator PROXMIRE. How do they react to the antiboycott legislation 

we already have in this country and, as you know, six States have anti- 
boycott legislation—New York, California, and four others. Was that 
a matter of concern?

Secretary VAXCE. The principal concern of the Arab nations is the 
concern that the United States not seek to dictate to them how they 
should draft their laws. As I indicated, they understand the U.S. con 
cern over the secondary boycott and the clear differences between pri 
mary and secondary boycotts. Therefore, if we can come out with legis 
lation which takes care of the secondary boycott situation it is my view 
that, although the Arab nations will not be happy with the legislation, 
this will not damage our foreign relations.

I think we have many common interests, as I have tried to indicate, 
as in the search for peace and in our bilateral relations with the Middle 
East nations. We should be able to accomplish our antiboycott pur 
pose which I think is a shared purpose between the Congress and our 
selves, while at the same time being sensitive to these foreign relations 
aspects of the situation.

Senator PROXMIRE. Do they understand that there's no attempt in 
the legislation to legislate with respect to primary boycotts, that the 
legislation is entirely directed and our attention is directed both in 
the Congress and the administration at protecting the rights of Ameri 
can citizens to deal with this issue?

Secretary VAXCE. I do not think they have understood that.
Senator PROXMIRE. And do you think they were perhaps able to get 

a better understanding as a result of your trip ?
Secretary VAXCE. Yes, sir, and I think what happens here in deal 

ing with this 'legislation is going to be the most important fact when 
they see what the legislation actually is.

Senator PROXMIRE. What about the Israeli attitude toward boycott 
legislation? What, if any, discussion did you have with Israel on the 
issue?

Secretary VAXCE. Some discussion, not at any great length.
Senator PROXMIRE. Did they seem to be concerned about it ?
Secretary VAXCE. They did not raise it as a major issue, although 

I'm sure that they are deeply concerned about the question.
Senator PROXMIRE. Is there any evidence what the effect of the boy 

cott has had on Israel ?
Secretary VAXCE. Just general discussion. It does not appear to have 

had a major impact on Israel.
Senator PROXMIRE. Well, we had testimony in previous hearings that 

it had sharply reduced by a factor of 50 percent American invest 
ment in Israel.
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.Secretary VAXCE. It is true that——
Senator PROXMIRE. Or at least that had happened since the boycott 

had been pressed so hard and since the Arabs had developed this great 
economic power.

Secretary VANCE. It is true that foreign investment in Israel has 
decreased since 1972. It has decreased very substantially. I think it was 
down to something like $89 million in 1975 and $80 million in 1976. 
But as to whether the nexus is the nexus that you suggest, I think that 
that is not clear.

Senator PROXMIRE. Did you get the impression in your discussion 
with the Saudis that their principal concern as to the thrust and the 
effect of this legislation would be with respect to commercial relations 
with the United States. In other words, would it have any effect on 
peace, in your view, in the Middle East? Was it one you think confined 
largely to the economic siutation or might it extend farther than that?

Secretary VAXCE. They did not specifically raise it insofar as it 
related to peace, but I think it could not help but affect the climate of 
the search for peace.

Senator PROXMIRE. In what way ?
Secretary VANCE. The search for peace is going to have to be a 

cooperative effort. There's going to have to be flexibility on all sides 
and I think that one of the things that would affect that climate will 
be the manner in which the Congress deals with this kind of legislation. 
Again, I make the point that I think we can accomplish the objective 
that we all seek in legislation without taking action which would 
jeopardize our foreign policy interests.

Senator PROXMIRE. You say at the conclusion of your trip that there 
was a greater degree of accommodation and flexibility on both sides 
you felt. Was that correct ?

Secretary VAXCE. I said that I thought there were many deep and 
difficult problems dividing the countries but that there was some flexi 
bility. I was enftouraged by the fact that we had established some 
common ground and I indicated what that common ground was and 
did again this morning. I had the feeling that if we can work with the 
parties there is a chance that we can begin to bridge some of these 
differences. It's a long and very difficult road to travel but I don't 
despair that it may be traveled and that is one of the——

Senator PROXMIRE. The reason I'm pin-suing this, I wonder if you 
find this accommodation on both sides, No. 1; and No. 2, if it could 
be or would be jeopardized by passage of legislation of the kind we're 
discussing here.

Secretary VAXCE. One finds a spirit of willingness to consider all 
proposals that the other side puts on the table. It depends upon the 
particular issues you're talking about, however. On certain issues 
parties are more deeply divided and their positions are much more 
rigid than on others, but I think the mere fact that we have established 
the proposition that all parties are prepared to go to a Geneva con 
ference and that they are prepared to discuss an overall peace settle 
ment is a change of sorts from the past. I see this as a sincere statement 
on the part of each one of them that they simply must find a way to 
achieve a peaceful solution if they are going to lift the crushing burden 
of arms purchases which is channeling resources from the economic and 
social needs of these countries to military purposes.
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Senator PROXMIRE. Do you feel in view of the very, very powerful 
economic position that the Arab States now enjoy the likelihood that 
that's going to increase rather than decrease and'it's something that's 
going to go on for a long, 'long time, for that reason it's particularly 
important that we pass legislation of this kind, antiboycott legislation, 
if we're going to do our best to protect American firms from inter 
ference with their sovereign right to trade wherever they wish ?

Secretary VAXCE. I believe it is important that we pass antiboycott 
legislation within the general framework of the principles which I 
have enunciated and I feel at the same time that it's important that we 
maintain close relationships with all of these countries both in our 
bilateral relationships and in our joint efforts to search for peace.

Senator PROXMIRE. Thank you, Mr. Chairman.
Senator STEVEXSOX. Senator Schmitt.
Senator Scroirrr. Thank you, Mr. Chairman.
Mr. Secretary, I appreciate your testimony and lucid statement of 

principles. I particularly am appreciative of your concern about deter 
mining intent, that in any legislation where intent is a factor it's 
always very difficult and I will be looking forward to any recommenda 
tions that you may have and I'm sure my colleagues will on just how 
do you determine intent. The exnort of technology and the products 
of technology certainly along with agriculture will be one of our major 
future foundations to the economy of this country and also hopefully 
to the problem of developing friendships with nations like those in the 
Middle East and elsewhere in the world where there arc many nations 
that are desperately in need of entering the 20th century.

In that regard, and specifically with respect to the Middle East, did 
you get a feeling in your travel that the Arab nations are willing to 
answer what I think is the central question of the Middle East and 
that is the recognition of Israel as a state? It always seems to me that 
the answers to many of our problems there, as well as those having to 
do with the specific legislation before us, come from the absence of that 
recognition. Do you think it's possible to aim now with some hope of 
success toward recognition of Israel as a state ?

Secretary VAXCE. As a result of my discussions with the leaders of 
the countries which I visited, I would answer "Yes."

Senator SCHMITT. That's very exciting news. Do you think then, that 
with that, can follow some regional cooperation and economic develop 
ment in the Middle East as a whole ?

Secretary VAXCE. I think that at the end of the road, whenever that 
may be, there must be regional cooperation. For example, take the 
situation of Israel and Jordan. In my judgment it would be very much 
in the interest of both countries if the economies could be more closely 
integrated.

Senator SCHMITT. Do you see this primarily as a relationship in the 
future where the technological arm of Middle East cooperation largely 
rests with the Israelis and the resource development with the nations 
surrounding Israel ?

Secretary VANCE. Yes. I think that the Israeli technology and know- 
how are very important and could be very useful in cooperative efforts 
with the other nations.
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Senator SCHMITT. Do you see any specific ways in which legislation 
of the type that's before us can encourage regional economic 
cooperation ?

Secretary VANCE. I quite honestly have not addressed it from that 
standpoint, Senator Schmitt. I'd be glad to give some further thought 
to it.

[The following was received from the Department of State for the 
record:]

Fundamentally, eventual cooperation among the parties in the region could flow 
from successful political negotiations leading to an Arab-Israeli settlement.

Senator SCHMITT. I'd appreciate it if you would.
Also, do you see—let me ask it a different way. What do you 

visualize as the advantages or disadvantages in the balance between 
the two—of arms sales to Middle Eastern countries—and I'm par 
ticularly concerned about the Arab countries. I understand the advan 
tages to sell to the Israelis.

Secretary VANCE. We have indicated to all of the countries involved 
during my recent trip that we believe it would be in the interest of all 
of them to reduce the arms that flow into their respective countries. All 
of them agreed to that, but their question is how can they do that in the 
absence of peace. That is one of the fundamental reasons why I think 
they all believe that we must find a peaceful solution to the Middle 
Eastern problem.

Insofar as our supply of arms in the Middle East is concerned, we 
have tried to handle it under certain guiding principles which we have 
enunciated a number of times. In essence, they are, first, that we will not 
supply the arms unless they are definitely needed for the security of the 
country involved. Second, that they must not upset the critical balance 
which exists in the Middle East; and third, that they will not adversely 
affect the search for peace which we and they are seeking.

Senator SCHMITT. Do you see that the spirit of cooperation between 
us and a specific Middle Eastern country increases with the increasing 
amount of arms sales that may be occurring between the two countries ?

Secretary VANCE. Not necessarily, but the withholding of arms which 
may be essential to their security could in their view affect these rela 
tionships. It's a very difficult and delicate kind of balance throughout.

Senator SCHMITT. The more detailed question you're discussing in 
your testimony, that question of prohibition of responding to boycott 
related requests that deal with religion, race, or national origin, what 
if that information is already in the public domain? Would you see 
that that should be included in that prohibition?

Secretary VANCE. To me the prohibition with respect to race, religion, 
or national origin is fundamental and must be prohibited in any legis 
lation no matter what may be in the public domain.

Senator SCHMITT. I agree. I just want to be sure we're talking about 
that.

Secretary VANCE. No question.
Senator SCHMITT. And finally, are you willing to discuss with us 

some of the ideas that are kicking around about slowing the rate of the 
transfer of nuclear technology and materials throughout the world?

Secretary VAXCE. I really think it's a bit premature to go into that at 
any depth at this point. Once we have completed our studies I would be 
very happy to come back and testify at length along with my colleagues 
on that question.
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Senator SCHMITT. Thank you, Mr. Secretary.
Thank you, Mr. Chairman.
Senator STEVEXSOX. Senator Sarbanes.
Senator SARBAXES. Thank you, Mr. Chairman.
Mr. Secretary, first, I want to thank you for an extremely thought 

ful statement. I was concerned during the last Congress when we con 
sidered this legislation that the administration opposed it. They char 
acterized it with one sweeping brush and said this is going to be very 
harmful in dealing with these countries and, of course, if we say that's 
the case the countries can hardly say less. In that regard, I particularly 
welcome the distinctions you make in your statement between the 
primary boycott, which this legislation does not reach, and the sec 
ondary and tertiary boycotts which it does reach. You later say that 
this distinction properly presented in terms of what we perceive to be in 
instrusion into our own commercial relationships in this country with 
respect to the activities of our firms and citizens would be understood 
by the Arab nations and I wonder if you could develop that for us.

Secretary VAXCE. Yes, I would be happy to, Senator. In my discus 
sions with the Arabs on this question, they indicated very strongly that 
their concern was with legislation which might interfere with their 
drafting and their construction of their own laws as to the primary 
boycott. They understood our sensitivity over their secondary boycott 
practices and our right to regulate, through our laws, the activities of 
our citizens; they clearly understood the distinction we make between 
the primary and the secondary boycott. That's why I said in my state 
ment that I think that this distinction will be understood and that we 
can draft legislation which will meet our objectives and, at the same 
time, not unduly disrupt the foreign relations between our respective 
countries.

Senator SARBAXES. Do they understand that our citizens and our 
firms ought not to be and cannot be put into the position of being 
enforcers of the policy which they seek to carry forward ?

Secretary VAXCE. They understand our position on this. As to what 
their reaction deep down is, it would be mere speculation on my part.

Senator SARBAXES. Would you say that the portrayal generally in 
the past with respect to this legislation, which was treated by the 
previous administration, in its opposition to it, as being entirely harm 
ful instead of trying to make these distinctions, has impeded an effort 
to develop an understanding of what we're trying to do?

Secretary VANCE. I think it's of fundamental importance that we 
make the distinction.

Senator SARBAXES. Thank you, Mr. Ohairman.
Senator STEVEXSOX. Mr. Secretary, neither of these bills ds intended 

to interfere with the primary boycott. One of them, as you know, per 
mits negative certifications because negative certifications are a method 
of enforcing primary boycotts. So I have some difficulty at the moment 
figuring out in my own mind what it is 'in the language of these bills 
that is objectionable when one apparently goes even further toward 
permitting a primary boycott than you're prepared to go. At least if 
I understood you correctly, you oppose legislation which would permit 
compliance—that would permit negative certificates. Is that right?

Secretary VAXCE. Could you repeat your question ?
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Senator STEVENSON. You oppose legislation which would permit 
negative certificates or, to put it a little more clearly, you would sup 
port a prohibition against negative certificates?

Secretary VANCE. That's right.
Senator STEVENSON. Well, I sense that others sha.re some of the diffi 

culties I have. I would like very much to work together with you to 
articulate tin. a sensible piece of legislation the principles which you 
have lucidly stated today with an open mind. I admonish you, how 
ever, that this legislation lias a pretty good head of steam at the 
moment and it's not going to wait very long. In fact, I just asked the 
chairman and he said that a markup is scheduled for March 17 in this 
committee on this legislation. I would just explore one subject a little 
further, partly to assure that we have whatever time is necessary.

I'd like to follow up on a question raised by the chairman. Would 
enactment of either of these bills adversely affect prospects for a 
settlement in the Middle East?

Secretary VANCE. As presently drafted, I think they would not be 
helpful.

Senator STEVENSON. They would not be helpful ?
Secretary VANCE. And indeed, would be unhelpful.
Senator STEVENSON. And do you agree that no act of the Congress 

will end the boycott?
Secretary VANCE. I think that there should be legis^tiion.
Senator STEVENSON. That's not the question, Mr. Secretary.
Secretary VANCE. I'm sorry. I misunderstood you.
Senator STEVENSON. The question is, could any act by the Congress, 

any antaboycott legislation, end the boycott?
Secretary VANCE. No; it can't end the boycott. Of course not.
Senator STEVENSON. That requires a settlement?
Secretary VANCE. That's right.
Senator STEVENSON. And any antiboycott legislation which prolongs 

a settlement prolongs the boycott?
Secretary VANCE. That's correct.
Senator STEVENSON. That's the point I'm trying to make.
Secretary VANCE. The question is the settlement of the Miiddle East 

problem.
Senator STEVENSON. In addition to the overriding question of 

achieving settlement in the Middle East which in turn could have 
as part of it an end to the boycott, what would the effect of enactment 
of these bills, either of them, be on oil prices?

Secretary VANCE. With respect to oil prices, the Saudi Arabians 
have said that their decision was taken on the basis of their concern 
for the inflationary repercussions of the increasing oil prices which we 
have already seen and which are affected by each additional increase. 
They expressed particular concern about the, effect upon the develop 
ing countries. They made this position very clear to us during dis 
cussions when I was there and I saw this position repeated again in 
the paper this morning.

On the other hand, no one can predict for the future as to how the 
climate will be affected by boycott legislation and what might happen 
if legislation should come out in a way which was considered by Arab 
countries as intrusive upon the manner in which they conduct their 
own internal affairs.
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Senator STEVENSON. Well, I was trying to get from you -an opinion 
as to whether enactment of either of these 'bills would have an adverse 
effect on oil prices. Would the .answer be the same? In other words, 
it would not be helpful ?

Secretary VANCE. Yes.
Senator STEVENSON. And what about the effect of enactment of 

either of these bills on Arab investment in the major oil consuming 
countries, including this one? Might enactment of either have an 
adverse effect on investment of surplus dollars?

Secretary VANCE. Yes.
Senator STEVENSON. Well, I think your statement, Mr. Secretary, 

and your answers to these questions ought to caution all of us to move 
carefully and prudently and .in cooperation with the Department of 
State in order not to hinder your efforts to achieve an overall settle 
ment and with it, an end to the boycott. The goal of the legislation is 
to resist interferences by foreign powers in our internal affairs. I would 
hope that we could draw that line.

Secretary VANCE. I appreciate that.
Senator STEVENSON. Now are there any other questions or com 

ments?
Senator PROXMIRE. Yes; but I'll yield to Senator Heinz.
Senator HEINZ. I have no further questions.
Senator PROXMIRE. I'd like to follow up on what Senator Stevenson 

has so well pursued, but I'd like to ask you to take the next step. Why 
is this legislation not helpful ? You have indicated to us that you agree 
with the principles of the legislation. You indicate that it's beneficial 
for it to preempt state law, which I'm sure we can do, and put that in. 
You indicate that the legislation is admed at secondary and tertiary 
boycott, not primary boycotts.

Secretary VANCE. No; I disagree there. As we look at the bills, they 
in part confront the situation of primary boycotts as well.

Senator PROXMIRE. In what part?
Secretary VANCE. I don't have the bill in front of me to go into 

specifics.
Senator PROXMIRE. The one area Senator Stevenson has pressed this 

point very emphatically and very well with all the witnesses that there 
is an element on negative certification which might be used to prevent 
the enforcement of a primary boycott. I argue—I'm one of those who 
agree with you that we should prohibit negative certification because 
it would make our firms enforcers in effect and is also understandably 
anathema to the Israelis and it seems all except Iraq of the Arab coun 
tries have agreed that they will rely on positive certification, but that's 
the only element I can see in here that relates to the primary boycott. 
What else is there in the legislation?

Secretary VANCE. Well, I have another problem with the extra- 
teritorial effect under some of these bills.

Senator PROXMIRE. The extraterritorial effect?
Secretary VANCE. Yes, where we on the one hand——
Senator PROXMIRE. That's not a primary boycott problem.
Secretary VANCE. No; but it is another important aspect of the 

legislative proposals. We're saying on the one hand we don't want 
other people to interfere with U.S. Commerce—with the way com 
panies in the United States do business with other countries of the
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world. Yet at the same time, some of these bills would also apply to 
the non-U.S. commerce of foreign subsidiaries. We have indicated 
that if the foreign subsidiary of a U.S. firm is being used as a device 
for avoiding what is basically U.S. trade, then obviously the bills 
ought to apply. But to -try and extend the reach of the bills to third 
countries——

Senator PROXMIRE. I understand. I see that, and I'm concerned 
about that, too. How about applying the principles laid down in the 
Bechtel decision ? In other words, if you have an American-controlled 
company operating, say in France, then it would be proper to apply, 
if we can work out this language—it would be proper to apply the 
language of the bill with respect to that American-controlled company 
in France buying from American companies in America, but not with 
respect to French companies.

Secretary VANCE. Yes; I think that's generally a sound proposition.
Senator PROXMIRE. Well, it seems to me that's a detail we can work 

out.
Secretary VANCE. Yes. I think a lot of these things we can work out, 

Senator. A lot of these differences we may have on the face of the bills 
arethings which we can work out between us and that's why I say that 
we welcome the opportunity to sit down at the earliest possible moment 
with your staff to start to try and work on some of these general 
problems.

Senator PROXMIRE. I feel there's something here that's missing be 
cause somehow you indicate that this would not be helpful and that's 
about as strong language as a very sage and prudent Secretary of State 
ever takes with respect to legislation like this, and I'm trying to find 
out what it is and I don't see it. You talked about the extraterritorial 
ity point and I think that's an important matter but hardly fundamen 
tal, and I think we can handle that.

Is there anything else you would like at least at this point to tell us 
that we can work on, think about?

Secretary VANCE. I think nothing specific at this point; beyond what 
I have said. I'd like to pick it up later.

Senator PROXMIRE. Now at the time the Arab countries made their 
announcement with respect to oil prices, the Sauclis indicated that they 
expected the United States would show its appreciation of the fact 
that they went up 5 percent instead of 15 percent. Do you think that 
could be affected in any way—their future policy would be affected 
in any way by antiboycott legislation ?

Secretary VANCE. As I indicated to Senator Stevenson, I thought it 
might affect the climate.

Senator PROXMIRE. Did they indicate any linkage at all in your dis 
cussion with them ?

Secretary VANCE. They did not.
Senator PROXMIRE. Why do you think it might affect the price of oil ?
Secretary VANCE. I think that it might because of human nature and 

the way people react, not specifically because they're Arabs but because 
they're human beings.

Senator PROXMIRE. Doesn't that affect any legislation, no matter 
what it is? It's just a matter of human nature. There's no specific indi 
cation on their part that any action the Congress takes in this field, 
including the action the State Department is ready to support, might 
be viewed in this way ?
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Secretary VAXCE. No. I think if the thrust and spirit of the bill are 
along the lines that I have suggested it would be such as to be under 
stood and accepted by them.

Senator PROXMIRE. Well, I certainly don't see any difference in the 
thrust and spirit of the legislation. I think certainly our colloquy this 
morning and your testimony, the position that Senator Stevenson has 
taken, your support of the principles in both bills indicates there's no 
difference in thrust or spirit. Therefore, it's hard for me to see how we 
can modify this in a way that would change that perception on the 
part of the Arabs.

Secretary VAXCE. I'm not saying that it's impossible to modify it. 
We could I'm sure reach modifications. I'm just suggesting that I 
think it perhaps might be better to take a look and see whether a fresh 
draft could be done which would be better.

Senator PROXMIRE. Now some of the business groups who appeared 
before us indicated that there might be a loss of hundreds of thousands 
of jobs and billions of dollars in trade as a result of the legislation of 
this kind. Has the administration made any assessment of this kind? 
Do you have any judgment in that area ?

Secretary VAXCE. I do not have an answer to that. A lot of work was 
done on this during my absence in the Middle East. Some of that may 
include such assessments. I do not specifically know whether it does or 
not.

Senator STEVENSON. Would you make that available to us for the 
record ?

Secretary VAXCE. Yes, I will indeed.
[The following statement was received from the Department of State 

for the record:]
Clearly the Arab countries will not like any new legislation, but I would expect 

their reaction to depend upon the precise character of our law.
To the extent that legislation impairs existing contracts or interferes with 

normal business transactions (i.e., where no refusals to deal are involved), Arab 
country reaction will be worsened and our interests will be affected to a greater 
degree.

J have referred in my statement to the dramatic increase in U.S. exports to 
Arab states in recent years. The Commerce Department has estimated that our 
$7 billion in 1976 exports may account for as many as 400,000 U.S. jobs.

There has been a correspondingly large increase in U.S. construction contracts 
in Arab countries involving billions of dollars during this same period. These con 
tracts typically involve bid bonds of 5-10 percent of the contract value callable 
at will by Arab governments for non-performance.

Thus the answer to this question resides primarily in the way new legislation 
is handled. Potential damage will be minimized if legislation avoids unnecessary 
prohibitions and allows time for U.S. and Arab parties to adjust to legislative 
restrictions, and if the Arabs see the legislation as dealing with the activities of 
American firms rather than confronting their own policies and laws.

Senator PROXMIRE. One other question. You talked about reliance 
on the Anti-Defamation League and the Business Eoundtable and I 
think that's very welcome. Certainly if these groups can get together, 
it would be very helpful to all of us. Has the administration been aware 
of their informal activities? Do you know, for example, when they 
have met and what they seem to be working toward ? Do you have any 
direct communication with them ?

Secretary VAXCE. The answer is yes.
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Senator PROXMIRE. You expect them to report to you, you say, within 
the next week or so or at least to make available to Congress and the 
administration those thoughts

Secretary VAXCE. I expect their governing bodies will take action 
with respect to the work of their working groups within the next week.

Senator PROXMTRE. Are you attempting to influence that action in 
any way? After all, it's a matter of great impoitance, as you indicated 
here, and I think they in turn would be interested in your viewpoint as 
I'm trying to elicit it here this morning on the kind of legislation that 
would be helpful in achieving peace and all the other goals we have.

Secretary VAXCE. I understand at the working level they have been 
made aware of our general concerns and that we do support new legis 
lation ; yet at the same time that we would like to see legislation which 
would be nondetrimental to our foreign policy interests. That's been 
the general thrust of our discussion.

Senator PROXMIRE. Do you think they are working in that direction ?
Secretary VANCE. I do, sir.
Senator PROXJIIRE. Thank you, Mr. Chairman.
Senator STEVEXSOX. Senator Schmitt.
Senator SCHMITT. A couple followup questions, Mr. Secretary. I 

think you sense that we are all having a little bit of a problem in get 
ting hold of why the legislation would be detrimental to your efforts 
in foreign policy. Is it because any legislation that aims at loosening 
the noose of a primary boycott through striking at secondary and 
tertiary actions or activities is going to potentially antagonize those 
nations trying to enforce a primary boycott? Isn't that it? Really, 
aren't we at a point if any legislation passes at all that treats the sec 
ondary and tertiary questions it is potentially antagonistic, not neces 
sarily but potentially ?

Secretary VAXCE. That is correct, but I think the way in which the 
secondary aspects of it are addressed in specific language of the bill is 
important.

Senator SCHMITT. Are there other actions that could be taken that 
would soften any possible blow here, other positive actions ? This tends 
to be a negative action as viewed by a country trying to enforce a boy 
cott, right or wrong. Are there any positive steps we could take simul 
taneously that would ease the impact of a bill such as this?

Secretary VAXCE. We are in close touch diplomatically with each 
of these nations. I think this is a positive step and that we must 
continue to do this.

Senator SCHMITT. One final question having to do with the trans 
fer of technology or other goods or goods that will affect our national 
security. Do you have any new thoughts on this question?

Secretary VAXCE. On the question of technology transfer?
Senator SCHMITT. Technology transfer to foreign governments 

both in terms of hurting our economic advantages, our export advan 
tages, but also directly related to our national security. Do you have 
any new thoughts on how we can still use technology as a primary 
export item but not give away so much that we hurt ourselves?

Secretary VAXCE. At this point I have no radical new ideas that 
I think need to be or should be discussed here. This is something 
which we are going to have to address at the UNCTAD meeting which 
is coming up in March. We are working on it at the present time and 
I have nothing that I think would be startling or new at this point.
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Senator SCHMITT. Do you feel that maybe we are overexporting 
our technological base?

Secretary VAXCE. No, I don't, at this point.
Senator Scmirrr. You like the balance that's been struck?
Secretary VAXCE. I think it's a reasonable balance.
Senator SCHMITT. Thank you, Senator Stevenson.
Senator STEVENSON. Senator Sarbanes.
Senator SARBANES. I just wanted to add one comment, Mr. Chair 

man, and that is that I very much welcome the process of consultation 
with the Secretary as suggested here this morning. It has been my 
deep concern that in its opposition to this legislation generally the 
prior administration unfairly portrayed and characterized what it 
would do and if our own Government takes such view it's bound to 
be misunderstood by other governments. It seems to me this process 
of consultation will make it clear what elements of the boycott we are 
directing our attention to and it will also make it clear I think to 
citizens with very strong feelings in this country that we're moving 
with legislation of this sort. I hope one of the things that would come 
out of this consultation process are those important distinctions which 
I think have been completely obliterated by the opposition of the 
prior administration in every respect to the antiboycott measure.

Therefore, I welcome the Secretary's proffer of working together 
with us and I assume the committee will cooperate with them.

Secretary VAXCE. Thank you.
Senator STEVENSON. Mr. Secretary, I think we are together on 

principles and have some differences on details. My only question now 
is who do we work with ? In the past the State Department has been 
a little bit more forthcoming than some of the other Departments, 
but, as you know, Commerce and Treasury are also involved. We have 
attempted in the past to be cooperative and want to be in the future. 
How do we proceed from here? Is it with the State Department or 
the Treasury Department or Commerce, or who?

Secretary VAXCE. I would suggest that you proceed through the 
State Department. We have an interageucy working group and there 
will be elements of all the other interested departments who will be 
on the working group, so that we will have everybody involved in the 
process in the executive branch who can work directly with your 
staff and the State Department.

Senator STEVENSON. Good. Thank you, sir.
Senator PROX:MIRE. Could I ask, Mr. Secretary, before you leave, 

if you will permit me, Mr. Chairman—I want to make sure I under 
stand what you're proposing with respect to how we work this out. 
After all, as you know, and I'm sure you're A'ery familiar with the 
jealousy with which Congress guards its prerogative to draft legisla 
tion. This legislation has been worked out with the House and cer 
tainly amendments are welcome and proposed amendments are very 
welcome indeed, but I want to make sure that you're not suggesting 
that we have a fresh draft drafted by the State Department and other 
bureaucrats that is sent up here as something that we should pass if 
we are going to expect to have administration support. Amendments 
are welcome, but I just wonder what you have in mind here.

Secretary VAXCE. We had in mind the possibility of a fresh draft, 
but if that is not possible, then we will work out the necessary amen 
datory language.

85-654 O - 77 - 29
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Senator PROXMIRE. Why do you argue for a fresh draft? Why do 
you feel you have to start all over again?

Secretary VAXCE. There are a number of different points which 
Ave feel need to be reconsidered and as a result of that we thought it 
might be desirable to start with a fresh draft. But as I said, if this 
is not possible, then we are prepared to discuss amendatory language.

Senator PROXMIRE. Thank you, Mr. Chairman.
Senator HEINZ. Mr. Chairman, if I may, Mr. Secretary, let me 

commend you for your recent efforts in the Middle East and on your 
testimony. I echo the sentiments of the other members of the com 
mittee when I say that we do look forward to working with you; 
but in that regard, there is something I feel very strongly about and 
that is that whether it's a question of a new bill or whether it's a ques 
tion of amendments that the State Department or the interagency 
working group wish to have considered by the committee, I would ask, 
particularly in view of the fact that we failed today to come to grips 
with some of the specifics, that these be submitted publicly.

The reason I emphasize that is that I went through some embar 
rassing periods in the last 5 years as a Member of the House where 
you could never quite tell whose amendment an administration amend 
ment might be. I would hope, both as a good solid way of doing busi 
ness and by way of protecting the rights of individual members of 
the committee, that the administration will be totally aboveboard in 
sending any amendment up here. I have no reason, let me also add, to 
expect you won't be. I'm sure that you deserve and have earned that 
presumption, but nonetheless, let me put it on the record and ask for 
your response.

Secretary VAXCE. My response is that we have no pride of author 
ship. We will put everything up on the table. We have no problem with 
that.

Senator HEIXZ. Thank you, Mr. Chairman.
Senator STEVEXSOX. Thank you, Mr. Secretary.
The meeting is adjourned.
[Whereupon, at 11:20 a.m., the hearing \vas adjourned.]
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The subcommittee met at 10:05 a.m., in room 5302, Dirksen Senate 
Office Building, Senator Adlai Stevenson (chairman of the subcom 
mittee) presiding.

Present: Senators Stevenson, Sarbanes, Brooke, Heinz, and Schmitt.
Senator STEVENSON. The subcommittee will come to order.
This morning we hold our last hearing on legislation to extend the 

Export Administration Act including provisions of S. 69 and S. 92 
dealing with foreign boycotts. In these hearings witnesses from the 
administration and elsewhere have given general support to some gen 
eral principles and I hope that in this final hearing today we can move 
beyond general principles to deal with some of the knotty secondary 
questions such as exceptions for visa requirements, shipping on black 
listed carriers, negative certificates, and other such questions upon 
which there's more controversy than there is over general principles.

Our first witness this morning is the Honorable Juanita M. Kreps, 
Secretary of Commerce. This is your first appearance before the sub 
committee. I'm not sure if it is your first before the full committee. In 
any event, I'm sure on behalf of all of my colleagues I can give you a 
very warm welcome. We are grateful to you for coming here this morn 
ing, Mrs. Kreps, and I'm sure that your testimony on this subject will 
be of great help to the subcommittee and its parent, the Banking Com 
mittee of the Senate.

Are there any statements ? Senator Heinz ?
Senator HEINZ. Yes, Mr. Chairman. I'd like to join you in welcoming 

Mrs. Kreps to the committee. It's a great pleasure to have you here to 
day. I would also like to strongly support Senator Stevenson's com 
ments about our need to get clown to specifics. The markup of the two 
bills before us, S. 69 and S. 92, is scheduled to start the day after tomor 
row, Thursday, and I would anticipate that this committee would act 
very promptly and very expeditiously.

Indeed, S. 69 is quite similar, if not identical, to legislation which 
passed the Senate last year. As a result, I think all of us will be asking 
you, Madam Secretary, for some very specific answers to some quite 
tough questions, and we hope, of course, that you will be able to help 
us as much as possible.

I also think that one other role we are playing here today is to raise 
people's consciousness about the intricacies of the issues involved in 
the legislation so that people—regardless of the interest they may have 
in this legislation—will understand better its subtleties and will be

(445)
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better able to give you and us the benefit of their thinking. I think the 
understanding of the Congress and the understanding of the executive 
branch has come a long way since last September when legislation such 
as this failed to get enacted, and I think perhaps we are all the wiser, 
some perhaps a little sadder, some perhaps a little gladder than others, 
but certainly all the wiser for it, and I do appreciate your being here 
today.

Thank you, Mr. Chairman.
Senator STEVENSON. Senator Brooke?
Senator BROOKE. Thank you, Mr. Chairman. I don't have a state 

ment. I'd just like to associate myself with the statement made, by you 
and Senator Heinz and, unfortunately, I have to go to an Appropria 
tions markup but I look forward to the statement made by Mrs. Kreps 
and Mr. Shapiro and Mr. Joseph. I thank you for coming. I have 
looked over Mrs. Kreps' statement, and I think it's an excellent state 
ment and I look forward to her responses to our questions.

Senator STEVENSON. Senator Schmitt ?
Senator SCHMITT. Thank you, Mr. Chairman.
I also will be in and out this morning. I do have a question for the 

record asking some correlation between the discussion of unencum 
bered free trade relative to the two bills that are being considered by 
the subcommittee and a relationship between that and the discussion 
of the embargo of Rhodesian chrome. Although I won't put you on the 
spot personally today, I would like to, for the record, see that discussed, 
Mrs. Kreps. It seems to me that where we are on the one hand asking 
for an embargo and on the other hand where we are arguing against 
embargoes, and I think it's important that we realize we are being 
extraordinarily inconsistent in these two discussions. So I will submit 
that to you for the record.

Thank you, Mr. Chairman.
Senator STEVENSON. You can be thankful for small favors. That's 

one question that won't be put to you today, one spot you won't be put 
on today.

Please proceed, Mrs. Kreps.

STATEMENT OF JUANITA M. KREPS, SECRETARY, DEPARTMENT 
OF COMMERCE, ACCOMPANIED BY HOMER MOYER, ACTING GEN 
ERAL COUNSEL, AND C. L. HASLAM, GENERAL COUNSEL- 
DESIGNATE

Secretary KREPS. Thank you. I'm grateful for such favors. It did 
occur to me in looking at the morning paper that this just might be one 
of the things you would want to talk about and I'm grateful that we 
can postpone that.

Senator SCHMITT. Well, feel free to comment.
Senator STEVENSON. I perhaps shouldn't have said that because 

Senator Schmitt speaks only for himself and that goes for me.
Secretary KREPS. If I may, Mr. Chairman, I will proceed to my 

formal statement, although I realize that it is a statement that I have 
made before and you may have already seen it.

I welcome the opportunity to appear before this committee to discuss . 
what I believe is necessary legislation to prohibit foreign boycott prac 
tices that go beyond accepted commercial dealings and intrude into
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the lives and business decisions of U.S. citizens. As you know, both 
I personally and the administration support enactment of legislation 
to strengthen our ability to prevent such intrusions. We appreciate the 
extensive work that has been done to date by this committee and others 
in the Congress.

In his recent appearance before this committee, Secretary Vance 
stated the general principles which we believe should guide the United 
States in antiboycott legislation. Since then, in cooperation with your 
staff, we have been able to make progress on a number of items. I should 
like to take note of the constructive discussion which has taken place 
among leaders of Jewish organizations and the business community 
under the auspices of the Anti-Defamation League and the Business 
Eoundtable. These discussions have resulted in a Joint Statement of 
Principles which should prove most helpful as a framework within 
which to advance our mutual efforts toward the enactment of sound 
legislation.

We are in full accord on prohibitions against all foreign boycott 
practices which could cause discrimination against U.S. citizens on 
the basis of race, color, religion, sex, or national origin—criteria which 
are well established in our civil rights law. While the Department's 
Export Administration Eegulations already prohibit the taking of 
most such actions, and while we recognize that foreign boycott prac 
tices, with rare exceptions, have not sought to require discrimination 
against Americans of a particular religion or ethnic origin, it is essen 
tial that all such discriminatory practices against U.S. citizens which 
arise out of foreign boycotts be specifically prohibited by statute. We 
would continue to prohibit the furnishing of any information concern 
ing the religion or ethnic origin of Americans.

Second, we are in full accord that the law should prohibit U.S. per 
sons from generally refusing to do business with a boycotted country 
friendly to the United States, or the nationals of that country, in 
order to comply with a foreign boycott. For example, U.S. persons 
should not be permitted to refuse a licensing agreement or other 
general arrangement to do business with a friendly nation or its 
nationals on the basis of boycott considerations.

And third, we are in full agreement that no U.S. person should be 
permitted generally to refuse to do business with another U.S. person 
in order to comply with foreign boycott requirements. We should not 
permit foreign boycotts to cause American firms to.boycott other 
American firms. The Joint Statement of Principles would prohibit 
such refusals to do business if such actions are taken pursuant to an 
agreement and we feel this standard merits serious consideration.

In addition, new antiboycott legislation should to be fully effective, 
supplement the "refusal to deal" provisions by prohibiting the fur 
nishing of certain types of information by U.S. persons in compliance 
with a foreign boycott. On the other hand, we believe that a company 
should be able to furnish normal business information in a commercial 
context.

The law should also reach the transactions of foreign subsidiaries 
of U.S. concerns to the extent that they participate in the foreign 
commerce of the United States. While we should not attempt to dictate 
by U.S. domestic law the terms of transactions which involve only 
the commerce of the country in which a foreign subsidiary resides,
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we can and should reach transactions involving foreign subsidiaries 
of U.S. concerns (a) where the transaction is designed to circumvent 
our antiboycott law, or (b) to the extent the foreign commerce of the 
United States is involved. However, as the joint statement of princi 
ples recognizes, a U.S. person should not be required to contravene 
the laws, regulations or official policy of a foreign country with respect 
to such person's activities within such country.

To put teeth into these provisions, we have suggested that both the 
civil and criminal penalties under the Export Administration Act be 
increased—the maximum civil penalty should increase from the 
present $1,000 to $10,000 per violation, and the maximum criminal 
penalty should rise to $50,000 per violation. The Department of Com 
merce will continue to work closely with the Department of Justice, 
through the Export Administration Act mechanisms and with Com 
merce Department administrative and regulatory support, to establish 
and maintain a strong and effective enforcement capability.

I believe that the antiboycott legislation must be clear, simple and 
precise so that the U.S. businessman and his foreign customers—as 
well as all other persons—can understand exactly what they may and 
may not do.

To further this objective, the ambiguities present in the section 
3(5) policy statement should be eliminated. The act now declares 
certain types of business practices to be contrary to U.S. policy, but 
stops short of prohibiting such practices. The result is an ambivalent 
standard. Section 3(5) should simply state that it is the policy of the 
United States to oppose unsanctioned foreign boycotts, and this policy 
should be implemented by clear prohibitions. We have had fruitful 
discussions with committee staff on this point.

The administration also believes that the present extensive reporting 
requirements under the Export Administration Act should be cur 
tailed. They exceed what is necessary for effective enforcement of the 
legislation as well as requirements for information. We therefore 
might, for example, limit reporting to requests for prohibited informa 
tion or action. This change would relieve both the businessman and 
the Government of a heavy reporting burden (now approximately 
11,000 reports per month). By reducing this enormous and unneces 
sary paper flow, the Department would be able to concentrate its 
limited manpower and other resources on the more important matter 
of enforcement. The Secretary should have authority to increase 
reporting requirements, as appropriate.

Boycott reports that are required would continue to be made public, 
except for limited proprietary information. The suggestion in the 
joint statement of principles that the names of reporting firms not 
Joe generally disclosed merits our serious consideration.

The legislation should expressly preempt State laws insofar as they 
apply to foreign boycotts. The growing proliferation of State and 
other antiboycott laws places on U.S. firms the unfair burden of 
having to comply with an ever-increasing number of overlapping, 
and sometimes conflicting, sets of requirements. It is difficult, as well, 
for customers in other countries who wish to accommodate to our 
requirements. Preemption would establish a single clear and uniform 
standard for the United States.

All of the foregoing points are, of course, premised on two founda 
tion blocks. The first is the Export Administration Act, which should 
be extended as soon as possible. The act is the basic authority necessa.ry
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to carry out these antiboycott amendments. The second is the con 
tinued authority of the Secretary of Commerce to promulgate regula 
tions concerning nnsanctioned foreign boycotts. I propose to pro 
mulgate new antiboycott regulations with as much clarity and 
specificity as possible. Since it is not possible to anticipate every 
problem or every changing circumstance, the flexibility, as well as 
the detail, of regulations is necessary. I intend to provide full oppor 
tunity for public comment if adequate time for such comment is 
provided in the act.

Finally, let me mention briefly some of the limits that we believe 
new legislation should respect.

First, as Secretary \rance pointed out, we must take into account 
that states do exercise their sovereign rights to regulate their com 
merce, and to decide, if they wish, to refuse to deal with other nations 
or the firms of other nations. They have the right to control the source 
of the imports as well as the destination of their exports.

We are in agreement with the Joint Statement of Principles that the 
legislation should not prevent a U.S. person from, among other things, 
complying or agreeing to comply with the laws or regulations of a 
foreign country prohibiting import of goods or services from, or 
produced by a national or resident of, another country; meeting certain 
shipping requirements, shipping and import document requirements, 
export shipment or transshipment requirements; or, complying with 
a unilateral selection by a foreign country, or any national or resident 
(including a'U.S. person) thereof, of participants in a particular 
transaction.

We agree further with the Anti-Defamation League and the Busi 
ness Roundtable that, without violating the intent of the basic prohibi 
tions, the law should protect a U.S. person from prosecution "as a 
result of such person's observance of the laws and regulations of a 
foreign country with respect to such person's activity directed to or 
within such country or a unilateral and specific selection of a supplier 
of goods or services." For example, an American firm which is a 
resident of a foreign country should be permitted to select suppliei-s 
of goods and services for importation into that country in a manner 
which is consistent with the laws and regulations of the country in 
which it resides. Similarly, an American firm should be permitted to 
honor the unilateral selection of insurers or carriers of a transaction 
by a foreign country, its nationals or residents.

Such legislation must, however, meet our goals of protecting our 
citizens from discrimination and economic compulsion.

While this framework must be translated into specific statutory 
language, I believe that the provisions I have urged today will sharply 
strengthen the position of the United States against the most intrusive 
aspects of foreign boycotts, while not interfering unduly with our 
important economic and political interest in other countries or jeo 
pardizing the ability of the United States to work toward a lasting 
settlement in the Micldle East.

Mr. Chairman, I should like to introduce to the members of the 
committee Mr. C. L. Haslam, General Counsel Designate of the 
Department of Commerce, and Mr. Homer Mover, the Acting General 
Counsel for the Department. If there's no objection, I should like to 
request that these gentlemen be permitted to assist me in the questions.
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Senator STEVENSON. Well, there's no objection. By all means, we 
would like to have them with us too. Thank you, Mrs. Kreps.

I was especially pleased by your support for Federal preemption 
and also your answer to the question about shipping requirements, but 
you have left some of the questions unanswered. Should negative 
certificates of origin be prohibited? Before you answer, would it be 
wise for us not to prohibit negative certificates by statute but give 
the Commerce Department such authority ?

Secretary KREPS. I think either is a possibility. There are several 
things to note here just in passing. The negative certificates of origin 
are, of course, used to enforce the primary boycott, and we do not 
challenge the right of foreign countries to a primary boycott. Nonethe 
less, the administration would not oppose a prohibition against nega 
tive certificates of origin. If the Congress should determine that nega 
tive certificates of origin should be prohibited, the Department would 
request that there be a 1-year period before the prohibition action 
takes effect.

Finally, of course, we are aware that Saudi Arabia has shifted 
voluntarily to positive certificates of origin and we would hope that 
this trend might continue, irrespective of what we do with the legis 
lation

The third alternative is, of course, to permit the Secretary to address 
the issue in the regulations. This would give us some flexibility.

Senator STEVENSON. Are you concerned, as frankly I am, that a 
statutory prohibition in negative certificates by an act of Congress 
would invite many countries to require negative certificates, some 
of which at the moment—you mentioned only one—do not now require 
negative certificates? Is that something that we should be concerned 
about, the possibility that by acting decisively and unequivocably to 
prohibit negative certificates we might invite more negative certificate 
requirements?

Secretary KREPS. It's difficult to estimate the degree to which this 
development might ensue from the legislation. I think there's some 
possibility that that might occur which might suggest that regulations 
would be a better route to go. I have evidence as to what would be forth 
coming as a result of sucli a statutory provision.

Senator STEVENSON. Well, the authority by regulation would give 
the administration the means by which to impose such a requirement 
but without running risk of inviting retaliation—or if not retalia 
tion, a response to what is regarded as an unfriendly act. As you 
point out, the act isn't aimed at the primary boycott and I don't be 
lieve it's anyone's intention to interfere with the right of every sov 
ereign to impose a primary boycott against its enemies.

Secretary KREPS. I think further, Mr. Chairman, we should do every 
thing we can to encourage positive certificates and it might be that 
the absence of legislation on that point would promote that possibility.

Senator STEVENSON. You say that the law should prohibit refusals to 
do business with other U.S. persons. Do you intend by that to permit 
refusals to deal with foreign companies ?

Secretary KEEPS. I'm sorry, I missed the last word.
Senator STEVENSON. You said the law should prohibit refusals by 

American companies to do business with U.S. persons as part of a 
boycott. By that, do you mean to suggest that they should be permitted
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to boycott non-U.S. persons, foreign companies, blacklisted Canadian 
companies, for example ?

Mr. MOTER. If I might answer that, Senator, the definition of U.S. 
person that we have proposed would reach foreign subsidiaries of 
American firms. Under certain circumstances, to the extent that your 
question would be decided by the definition of U.S. persons, it would 
certainly reach those corporate entities.

Senator STEVENSON. Well, now, you're coming to a future question 
about extraterritoriality and my question has nothing to do yet with 
foreign subsidiaries, but whether companies should be permitted— 
American companies—permitted to boycott non-American companies. 
You say, no, they should not be permitted to boycott American com 
panies, and by implication it seems to me you're saying that they 
should be permitted to boycott non-American companies. Is that what 
you intend ?

Mr. HASLAM. We have sought to restrict our proposals to U.S. com 
merce, Senator, and we thought the legislation should address those 
intrusions of foreign boycotts into U.S. commerce, including where 
U.S. foreign commerce is involved.

As proposed, we would not extend the legislation to persons other 
than U.S. persons.

Senator STEVENSON. All right. Now on the foreign subsidiaries ques 
tion, you state that the law should reach the transactions of foreign 
subsidiaries to the extent that they participate in the foreign com 
merce of the United States. Could you explain what you mean by 
"to the extent they participate in the foreign commerce of the United 
States"? By one construction, every subsidiary of a U.S. company 
participates in foreign commerce. You say to the extent they par 
ticipate in foreign commerce, and I don't know from that statement 
quite what you mean. Could you give us some examples of actions 
which fall on both sides of the prohibition ?

Mr. MOVER. Yes, sir. What we contemplate by that definition would 
be U.S. foreign commerce which would be involved, for example, where 
an order was directed to the U.S. parent, referred to a foreign sub 
sidiary and filled by the foreign subsidiary. U.S. commerce would be 
involved, as we construe it, in that situation.

U.S. commerce would likewise be involved where a component is 
manufactured in the United States and shipped to a boycotting coun 
try through a foreign subsidiary.

Under our formulation, the prohibitions would not extend to an 
order that is sent directly to a foreign subsidiary, filled directly by 
the foreign subsidiary, and sent to a boycotting country where there's 
no other involvement of the U.S. parent.

Senator STEVENSON. Are you intending to reach conduct that is cal 
culated to avoid the prohibitions of U.S. law by the use of foreign 
subsidiaries? Is that the thrust of that position?

Secretary KREPS. It was our intent, Senator, to include in the pro 
hibition both the instances in which when U.S. commerce is involved 
and also instances in which there seem to be evidence that the sub 
sidiary was used as a conduit to avoid the boycott, and we would be 
very careful to be sensitive to the latter as well as the former.

Senator STEVENSON. Thank you. Senator Heinz.
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Senator HEINZ. Thank you, Mr. Chairman.
Madam Secretary, yesterday and today you endorsed the principles 

in the ADL and Business Boundtable agreement of March 4, but I'm 
sure you are aware of the Business Eoundtable letter of March 10, 
stating that the Anti-Defamation League had misconstrued several 
points of that agreement.

I'd like to touch on several of those points. One question I would 
ask regards the term "agreement or agreeing to take," and my ques 
tion is should the term either "agreements or agreeing to take", when 
used in the bill, be restricted only to written agreements ? Can a pattern 
of conduct imply an agreement or must it be explicit?

Secretary KREPS. We would interpret "agreement" to extend not 
only to a written or formal agreement but also to an agreement that 
could be inferred from a course of action. The administration believes 
that the requirement of intent is implicit in the bill. The addition of 
specific language such as "with intent to further or support the boy 
cott" would, we think, add clarity.

Senator HEINZ. But you're saying the question of intent could be 
determined by a pattern of conduct ?

Secretary KREPS. Yes.
Senator HEINZ. With reference to the unilateral selection issue, 

should American firms 'be permitted to .honor a designation of one firm 
by the Arabs as supplier of a particular component? I think you agree 
with that.

Secretary KREPS. Yes.
Senator HEINZ. Suppose that a company in a boycotting country or 

the government of a boycotting country supplied a list of what they 
would consider to be acceptable firms, a list of six subcontractors for 
example. Would the acceptance of such a list by a U.S. person or sub 
sidiary company and its compliance with that list be considered a pro 
hibited act ? Would it be an act that you would seek to ban or would 
you permit it ?

Secretary KREPS. That's a very difficult question and this is one of 
the fine points tihat tlhe chairman urged us to get down to I realize. We 
have been reading unilateral selection to mean selection of a par 
ticular firm on the part of the importer. We will be interested to seethe 
interpretation in the ensuing testimony from the Business Eoundtable 
and the ADL on this point, but our interpretation of unilateral selec 
tion means selection of a firm.

Senator HEINZ. Of a single firm ?
Secretary KREPS. Yes.
Senator HEINZ. In other words, if an Arab company came back and 

said, "Here are two supplier's, not one, that you could use," the Ameri 
can firm that received a list of two would have to say. "I'm sorry. We 
can't take that list. That's really a prohibited act. Please just take 
that list back and give us one firm."

Secretary KREPS. Well, I think you're pressing- too hard, if I may 
say so. I think that there are probably several different options that 
we could agree to here, but our basic position is one of accepting an 
importer's selection as opposed to simnly searching out those firms 
that would be on an acceptable list. Whether that's one for two is 

.different from whether it's simply a blanket endorsement nonblack- 
listed firms.
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Mr. HASLAM. Senator, I might add that the precise answer to that 
question may well turn on other facts and information that may relate 
to the question of intent. I don't think we mean to say that it would 
ever be permissible for there to be anything other than a single uni 
lateral specific designation. However, if there are indications that the 
firm would have reason to know that firms excluded were excluded on 
the basis of the blacklist, then such a selection from a list of group of 
firms may well constitute a form of blacklist and we would not favor 
the use either of a blacklist or a whitelist. I don't think that we can 
speak with such precision as to eliminate any transaction in which 
there's more than one option, but if that option were put together on the 
basis of a whitelist or blacklist, then we think that would come close to 
the intent of actions which this bill seeks to prohibit.

Senator HEINZ. Well, I think it probably goes without saying that 
when a boycotting country gives you a list of either one or several com 
panies, you can reasonably infer that it has something to do with a 
boycott. So I don't understand how the question of intent could ever 
be optional consideration here. The intent has to be a'ssumed in every 
instance.

Mr. HASLAM. Well, we would clearly favor provision for unilateral 
selection of one firm. I was seeking not to foreclose as part of this 
legislation other patterns of transactions that arise. The difference in 
the two examples is active participation by the American firm in a 
selection.

Senator HEINZ. Let me ask you a different kind of question if I may, 
Madam Secretary. Suppose a boycotting country or firm asked a U.S. 
firm to provide a list of suppliers or subcontractors and the U.S. firm 
did so and on that list were firms, some of whom were blacklisted 
by the Arab country and some of whom weren't. Would that be or 
should that be a prohibited act ?

Mr. MOYER. If I might ^answer that, sir, that would not necessarily 
be a prohibited act provided there is unilateral selection by the cus 
tomer.

Senator HEINZ. Eventual unilateral selection?
Mr. MOYER. That's right.
Senator HEINZ. We're not quite sure a unilateral selection is going 

to turn out—and I don't mean to seem hardhearted—but you're going 
to have to draft regulations to the extent we don't answer these ques 
tions in the legislation.

I'd like to turn for a moment back to the question raised by Senator 
Stevenson about refusals to deal. Would the Department of Commerce 
in promulgating regulations under the act as presently drafted draw 
a distinction between generally refusing to deal, which is the language 
that I believe you used, Madam Secretary, in your testimony—with 
another U.S. firm pursuant to a blacklist or agreement, and not doing 
business with a U.S. firm on a specific transaction where there's con 
crete knowledge that a component past produced by a particular com 
pany is unacceptable to the purchaser ?

The example that I'm referring to is a tractor with the famous tires 
that might be made by a company that was blacklisted or might not be.

Secretary KREPS. May I ask you now to repeat the question ?
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Senator HEIXZ. Yes. Would the Department of Commerce in pro 
mulgating its regulations under the act draw a distinction between 
generally refusing to deal with another U.S. firm pursuant to a black 
list or agreement or, on the other hand, not doing business with a U.S. 
firm on a specific transaction where there is concrete knowledge that 
a component part produced by a particular company ds unacceptable 
to the purchaser; that is to say, it's produced by a blacklisted company.

Secretary KREPS. The administration believes that unilateral selec 
tion by a foreign nation or resident of a foreign country provides one 
of the ways by which we could respect the import laws of other coun 
tries. We believe this is an appropriate manner, although we would not 
like to foreclose other possibilities. There may be other approaches 
that would allow us more freedom to trade and I do not wish to fore 
close those here.

The example, the unilateral selection example was the one with 
which we found the most complete agreement. I do think that is one of 
the options that's endorsed by the Business Roundtable.

What we would do here in writing the regulations would be to 
follow from the legislation, as you see fit to draft it, and I think we 
really don't know what that legislation will be. I shall be again very 
much interested to see where the Roundtable and ADL come out in 
their interpretation of this specific question you raised.

Senator HEIXZ. Thank you, Madam Secretary.
Senator STEVENSOX. Senator Brooke.
Senator BROOKE. Thank you, Mr. Chairman.
I will be brief. Mr. Chairman, as I recall the facts, at the conclusion 

of the last session of the Congress, though we didn't have a conference, 
we did meet as tentative conferees both the House and the Senate, and 
we were not able to come out with a bill, but the bill which I think 
you have been the primary drafter, Mr. Chairman, S. 69, more or less 
includes the agreements, which were arrived at in this informal con 
ference held between the House and the Senate as I recall. I served as 
a member of that informal conference.

Now as I look at S. 69 and look at the proposals by the administra 
tion, obviously the administration has not attempted to address itself 
to some of the more difficult issues. Isn't that correct, Mrs. Kreps? I 
mean by that, there are several things, obviously, that you do cover, 
but you really don't get down to the very difficult and complex issues 
that are involved, and I think in your response to Senator Heinz you 
said you did not want to address those issues at this time, and Secre 
tary Vance when he came before us was very general in his proposals 
to the Congress. So I take it, Madam Kreps, what you're really going 
to do is leave it up to the Congress to draft this legislation without 
guidelines and suggestions from the administration on some of the 
more difficult issues. Is that correct ?

Secretary KREF-S. No, sir, not altogether. We have a list of specific 
changes that we would like to see made in the legislation. I should be 
glad to go through those. You may want to designate those as unimpor 
tant aspects of the legislation. We do not think they are unimportant.

With respect to whether the administration leaves to the Congress 
the writing of legislation—and I thought that was——

Senator BROOKE. Our job ?
Secretary KREPS. Our general agreement under the Constitution.
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Senator BROOKE. But the administration doesn't believe in that very 
often. I notice they are very eager in many instances to propose legis 
lation to the Congress which the Congress works on.

I won't call them unimportant, Madam Kreps, and I don't want to 
be facetious. Let's call them major and minor. You do not address 
yourself to some of the major issues involved in this legislation; is that 
correct?

Secretary KREPS. On the contrary, I think iindlateral selection is 
quite a major part of the legislation. That is one proposal that we ai'e 
offering. It is not the only one. It is not the only way to go. We use it 
as something to which we can subscribe. You may see fit to expand 
that or restrict it.

Senator BROOKE. But I don't know that you actually give us a defi 
nition for unilateral, do you? You don't give us any definition as to 
what you mean.

Secretary KREPS. I thought the use of the term was fairly clear, 
but we would be glad to work on a definition if that would be helpful.

Senator BROOKE. Well, I think that's exactly what Senator Heinz 
was pointing out, that you didn't define it, didn't go into it.

Well, let's back up a moment, if we may, Madam Secretary. We are 
now operating under an Executive order. The legislation has expired. 
It's before the Congress to be extended. If we extend it, we are still 
faced with basically the same problems. Admittedly, this is a very 
complex piece of legislation. It's a very emotional and very complex 
subject, an international boycott, but I wanted to know whether now 
that we have had both the Secretary of State and the Secretary of 
Commerce before us, is it going to be the administration's position that 
this is all that we can expect from you, and that no further guidance or 
direction on some of the political issues that are obviously involved in 
this will be sent to us in the form of recommendations for legislation ?

Secretary KREPS. We have submitted a number of what you might 
refer to as minor suggestions for changes in the legislation. We would 
like to be able to submit others if that's allowable.

Basically, on the points on which you and Senator Heinz seem to 
think the matter rests, I think we have stated our position with as much 
openness as we can, and we have obviously left to you the drafting of 
the final legislation and we will be glad to work with you at the staff 
level in writing that language.

Senator BROOKE. Well, there's no question that we will draft legisla 
tion and that legislation will be passed, and I'm sure we will eventually 
get a conference with the House and some bill will come out. So we are 
not trying to shirk our responsibilities by any means——

Senator HEIXZ. Would the Senator yield?
Senator BROOKE. I just wanted to say that we would like to know if 

we're going to get any guidance from the administration, and you have 
said we've got all the guidance that we can expect, and that you will 
be pleased to work with us on any matters at the staff level. That's your 
response and I accept that response.

Yes, I would be very pleased to yield.
Senator HEINZ. Madam Secretary, you may or may not be familiar 

with all the discussion we had with Secretary Vance when he was here 
before the committee. Secretary Vance was asked, I think by Senator 
Stevenson, whether he favored enactment of either S. 69 or S. 92, and
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he said that while he agreed with the principles of the legislation, that 
they generally conformed with the principles that he had espoused and 
that you had espoused, he said the enactment of either one of those bills 
would not be helpful and he urged us on the committee to wait for 
specific legislative language from the Executive branch.

Now we're hearing that what we see is what we get.
Secretary KREPS. Mr. Chairman, may I respond by indicating some 

of the points on which we would like to have the legislation changed ? 
Is that acceptable now. It seems to me to be responsive to the line of 
questioning.

Senator STEVENSON. Senator Brooke has the floor.
Senator BROOKE. Yes. Unfortunately, I have to go to the Appro 

priations Committee, and I just wanted the Secretary to clearly under 
stand my position. I just wanted to :know what we can expect from the 
administration in tins, and you're quite right that this is our respon- 
sibiliy and, as I said, we will accept our responsibility, but we had be 
lieved that we would get some guidance from the administration. I 
take it now that you will go over your recommendations letting us 
know where we could expect your guidance and those areas where you 
will leave it entirely up to the Congress to make its own decisions rela 
tive to this very complex legislation.

Senator STEVENSON. Would the Senator yield for an observation by 
the chair?

Senator BROOKE. Yes.
Senator STEVENSON. The Secretary of State when he first testified 

offered to send up a bill. He offered to draft legislation but the com 
mittee was not sympathetic to that suggestion and so he withdrew it, 
recognizing as you put it, a certain pride of authorship within the 
committee. So it was suggested that to the extent possible staff get to 
gether and try to come to some understanding on all of these issues, 
including the secondary issues. Such conversations have been under 
way. We have I think in this hearing this morning made a good deal 
of progress on many of the specifics. We have already covered pre 
emption, shipping, foreign subsidiaries, negative certificates, and other 
such questions. And the Secretary has, I believe, just indicated that the 
administration is ready to go farther with still more suggestions for 
specific changes or provisions in this legislation, and if there's any 
reluctance on the part of the administration to come forward with leg 
islative language it may in part be because an earlier offer to do so was 
not accepted by this committee.

Senator HEINZ. Mr. Chairman, since I believe you're referring to a 
colloquy that I had with Secretary Vance right at the end of our dis 
cussion with the Secretary, I'd like to clarify the record if I may, if the 
chairman would yield.

Senator STEVENSON. By all means.
Senator HEINZ. You will recall that Secretary Vance said that he 

felt our legislation as presentlv drafted would be. and I quote, "un 
helpful."

Senator STEVENSON. I thought that was part of the colloquy that I 
had with the Secretary.

Senator HEINZ. That was. You're quite correct. That was on page 
233 of our transcript of proceedings. Then on page 246 and following 
I asked Secretary Vance in view of the fact that we hadn't got down to 
specifics would he please come across with specifics and do it publicly



457

and not with an informal, under the table, behind the scenes, in the 
smoke-filled room, on the back of envelope kind of procedure that oc 
casionally had been used by previous administrations. And he said, 
yes, in effect he would agree to come up with his positions stated pub 
licly and in detail. That is not what we have seen from the adminis 
tration and I must respectfully indicate, Mr. Chairman, that this 
committee, at least insofar as this member is concerned, did not refuse 
the assistance of the adimnistration. I think we are long past the point 
of having pride of authorship. What we are trying to do is serve the 
public interest, not any of our own private authorship interests and 
that very much was the intent of our colloquy. Indeed Secretary Vance 
said that he would put everything up on the table and that he would 
have no problem with the administration sending to us their proposals 
publicly and in writing.

So if the chairman feels that at some point we have rejected the 
specific help of the administration, I would be delighted to be cor 
rected.

Senator STEVENSON. On the contrary. If the Senator will yield, as 
the Senators know, the purpose of this hearing was primarily to hear 
specifics from the administration. Now if all the Senators would yield 
to the administration, perhaps we would hear some more specifics and 
be able to get on with the primary purpose of this hearing.

Senator BROOKE. Mr. Chairman, before all of us yield to the Secre 
tary, first of all, the committee, as I recall, Mr. Chairman, did not 
reject any offer on the part of the administration to submit a bill. I 
think Senator Proxmire may have said that, but he speaks for him 
self and not for the committee.

No. 2. Mr. Chairman, you know this is certainly not a policy mat 
ter with me at all. It's just that I had expected that after the Secretary 
of State had been here and had not taken a position on what I believe 
to be the major parts of this bill, in all due respect—and you know it's 
very difficult when we get into major or minor, Madam Secretary. 
Obviously, everything is of great importance, but there are some mat 
ters, particularly under S. 69, section A, "refrain from doing busi 
ness with a boycotted country or its nationals pursuant to an agree 
ment with requirements," et cetera—no position is taken by the admin 
istration on some of the difficult issues raided by this language. Section 
B, "refrain from doing business with any U.S. person or person doing 
business in the United States or any other person," again the admin 
istration does not take a position on some of the difficult issues in 
this section.

Now if you're going to take a position on either one of these, fine. 
I'd be very pleased to know what they are. If you're not, then say so. 
That's the administration's position, and you're going to leave it up to 
the Congress and say that as well. But I think we ought to be clear as 
to what we can and cannot expect from the administration in all 
fairness.

Secretary KREPS. Am I allowed to respond now ?
Senator STEVENSON. The Senators yield to you. Madam Secretary.
Secretary KREPS. I do think it's important that Senator Heinz know 

that I am not here to clear the record for previous administrations.
Second, it is quite clear that the administration is not submitting its 

own legislation in this instance.
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Third, with respect to the specifics, I should like to go through a list 
of things that we would like to have you consider as possible changes in 
the legislation.

We would recommend that section 4A(a) (1) (B) be changed to add 
the phrase "pursuant to an agreement" as suggested by the ADL-Busi- 
ness Roundtable Joint Statement.

Senator HEINZ. Are you using both bills ?
Secretary KEEPS. Yes. This is S. 69 and S. 92 which are on these 

points the same. Shall I continue ?
Senator STEVENSON. If I might add, they are not quite the same. One 

of those bills requires an intent to comply with the boycott before it 
becomes a prohibited act, and the other does not require intent, and 
you're now suggesting that before the action becomes prohibited there 
must be agreement. That is more restrictive than both of the bills.

Mr. MOYER. Mr. Chairman, inasmuch as criminal sanctions are in 
volved here, we read both bills to require intent, explicit in your bill, 
implicit in Mr. Proxmire's bill. The recommendations that the Secre 
tary has begun to make would impact the same on both bills. We don't 
mean to imply we don't understand the differences between S. 69 and 
S.92.

Secretary KREPS. The second change we recommend is in section 
4(A) (a) (2) which should be qualified to make clear that the act does 
not prohibit the furnishing of general information about a firm's 
experience and the resources in doing business abroad where such 
information is requested in the normal commercial setting.

Three, we recommend the preemption provision that should be added 
to section 4A(a) (3) providing preemption of State antiboycott laws.

Four, section 4A(b) (1) should be amended to require that sub 
ject to the Secretary's discretion reporting requirements should be 
extended only to requests for prohibited information or action.

Five, the policy statement of the act, section 3(5)(B) should be 
amended along the lines suggested in my testimony.

Six, the bill should be amended perhaps in section 4A(a)(4) 
to provide some grace period for contracts already in existence but 
not yet completed.

Seven, section 11(2) should be clarified to indicate that the bill's 
prohibitions extend to all foreign subsidiaries where U.S. commerce 
is involved.

Now, this is not an exhaustive list, but it does give you some 
indication of the kinds of changes that we think are important to 
make.

Mr. MOYER. Mr. Chairman, if I might, in response to Senator Heinz' 
concern, I would like to amplify briefly, simply note that during 
the past week to 10 days there have been several meetings with staff 
during which specific legislative language was discussed and sub 
mitted to the committee staff. During those discussions Senator Heinz' 
concern that these discussions be open was specifically raised and we 
were asked whether we would have any objection to our draft legis 
lative language being circulated, to which we responded we would 
have no objection whatever.

I think those discussions have indeed been completely open and 
candid and we would look forward to further such discussions and 
would look forward to furnishing the committee and the committee
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staff with additional specific legislative language following these 
hearings.

Senator STEVENSON. Thank you. We are making progress. In addi 
tion to the specifics you have just mentioned, Madam Secretary, you 
have also addressed yourself to other specifics this morning, including 
the question of shipping. There are one or two additional ones that 
I would like to raise before I get back to Senator Heinz, and also a 
general observation.

The first of the specifics is with respect to visa requirements. Should 
a U.S. company be permitted to proceed with a project in a boycotting 
country if certain of its employees are denied a visa for boycott 
reasons? S. 69 permits compliance with the visa requirements of for 
eign countries and the other bill is, I believe, silent on the subject, 
leaving at least a possibility that if an employee of an American com 
pany were denied a visa for boycott-related reasons it might be pro 
hibited from going ahead with a transaction in the boycotting country.

Do you have any advice for us on the visa question ?
Secretary KREPS. We would concur with compliance with visa re 

quirements. I will ask Mr. Haslam if he wants to elaborate on that.
Mr. HASLAM. Well, I don't think much elaboration need to be made. 

I think an American firm could not select employees on the basis of 
anticipated visa or immigration requirements, but if an employee were 
denied entrance to a country that should not affect the ability of the 
firm to complete the project and we would generally support S. 69 on 
this point.

Senator STEVENSON. My general problem is with the cumulative ef 
fect of all of the exceptions to the general prohibition. In general, it 
would be unlawful for an American company to agree to discriminate 
against another American company or U.S. person. Then, of course, we 
get into exceptions. One of the exceptions says in effect, that the boy 
cotting country can designate subcontractors to the American com 
pany. Now, if you permit that, which in effect says that the company 
can discriminate against American subcontractors if required by a 
foreign boycotting country to do so by selecting one subcontractor as 
opposed to another, what's left of our antidiscrimination, antiboy- 
cott bill ?

Secretary KREPS. I think that is a very good and perhaps the cen 
tral question and our response to that is simply that the designation of 
the subcontractor by the purchaser is such a widespread commercial 
practice having to do with nonboycott situations as well as boycotted 
ones, that we did not feel that we could separate out those two 
cases.

I realize that your point is well taken, that if you allow the 
foreign company to specify the precise firm that will do the subcon 
tracting, that allows that foreign buyer to exercise in one sense 
its boycott. However, it does put the American firm in the position 
of not having to seek out firms that are acceptable but simply to 
follow the instructions of the importer.

I do agree with your basic worry about that, but I see no other way 
to solve that.

Senator STEVENSON. It's a large worry for me because the exception 
permits compliance with a tertiary boycott. The tractor case is the 
famous case now, but I'm familiar with a situation in my own State
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of Illinois in which an American bus manufacturer was required to 
discriminate against suppliers of seats and for boycott reasons. These 
were not normal commercial selections by a foreign country of a sub 
contractor. That prime contractor had to boycott American subcon 
tractors who were perfectly capable of supplying seats for buses.

Now couldn't we at least carve out an exception to the exception 
so that in those situations where clearly the intent exists or you have 
an agreement to discriminate against the subcontractor for boycott- 
related reasons such compliance with the boycott would be prohibited ?

Secretary KREPS. We have not, as an administrative position, made 
that exception and M7e had thought it unwise to try to do so. I respect 
your view on this. It is not the view that we hold at this point.

Senator STEVENSON. Senator Heinz.
Senator HEINZ. Thank you, Mr. Chairman.
Madam Secretary, in the first change that you propose to the legis 

lation in section 4A(a) (1), you use the term "U.S. commerce." That 
is an interesting term inasmuch as the Export Administration has 
jurisdiction, as I understand it, only over U.S. export transactions.

U.S. foreign trade, a term not used here, or U.S. commerce appears 
to have a broader meaning. Could you comment on that?

Mr. MOYEK. If I might respond, Senator Heinz, you are quite cor 
rect, that to that extent the antiboycott prohibition would be broad 
ened to include interstate commerce as well as U.S. foreign commerce.

Senator HEINZ. It is for the term "U.S. foreign commerce" that I 
would appreciate having as clear a definition as possible.

Mr. MOYEK. It would encompass the types of exports which are 
otherwise covered by the Export Administration Act.

Senator HEINZ. So it is for all intents and purposes the same as U.S. 
export transactions ?

Mr. MOYER. It is at least that broad, that is correct.
Senator HEINZ. Can you think of anything beyond U.S. export 

transactions that would make it broader ?
Mr. MOYER. I think we could quibble about whether U.S. export 

transactions would include foreign subsidiaries, a point raised earlier. 
As we mentioned, we intend to cover that.

Senator HEINZ. I am not trying to quibble, I am just trying to 
understand the meaning of the term.

Mr. MOYER. I understand. There might arguably be a difference 
between those two terms. Our formulation of commerce would include 
foreign subsidiaries.

Senator HEINZ. I think we have made the record clear on that point, 
and that is fine.

You also suggested that with respect to section 4A(a) (4.) that where 
contracts have been entered into there should be a grace period.

My understanding is that where such contracts are now in existence, 
you would like to have a 5-year grace period on those existing con 
tracts, if the contracts run that long.

It is my further understanding that if they should terminate before 
the 5-year grace period is over, they would be subject to the provisions 
of the act. Is that correct ?

Secretary KREPS. That is correct.
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Senator HEINZ. Could you give us any rationale for the 5-year 
period ?

Mr. HASLAM. There is no magic in the 5-year period, Senator. Our 
concern is with influencing contracts in midstream. And certain ac 
commodations would be required by Arab countries under this legis 
lation, certain new requirements and prohibitions would be imposed 
upon companies, and we feel that certainly some reasonable period 
is needed, a grace period for contracts in effect. Some construction 
projects may take many years.

We would, however, not like to extend that indefinitely as a grand- 
fathering clause to all contracts. Five years was a period we picked, 
one which we felt to be reasonable.

Senator HEINZ. You also indicated that in the event that positive 
certificates were mandated by the act, that you would like to have a 
grace period of up to 1 year, presumably for you and the State De 
partment to try to get the boycotting countries to see the obvious rea 
sonableness of our point of view, if that in fact was the will of the 
Congress.

Are you in effect asking for a waiver, giving authority to the Presi 
dent to waive for up to 1 year after the 90-day periods that I am sure 
would be included in the legislation, that requirement? Is that what 
you are asking for?

Secretary KEEPS. I would think that would be the best way to handle 
it, yes.

Senator HEINZ. All right. That may answer the following question, 
because as you know Secretary Vance and yourself, having endorsed 
the prohibition on negative certificates of origin, because of the pub 
licly announced decision of several Arab States to no longer request 
such certificates, received a minor setback last week when the United 
Arab Emirates apparently indicated to an American company, at least 
according to my staff, that they would only accept negative certifica 
tions on the origin of goods.

There appears to be some communication problem between us and 
the Arab States on that point.

Mr. HASLAM. If I may comment, Senator, we have indicated that we 
would not oppose a prohibition of negative certificates of origin.

However, we would like to consider, as Senator Stevenson suggested 
this morning, the possibility of leaving this authority to the Secretary, 
so that accommodations and judgments could be made on the basis of 
diplomatic success.

Senator HKINZ. Well, I think we are all probably interested in pro 
moting the kind of understanding, the kind of relationship, including 
trade relationships, among all countries in the Middle East, as the best 
policy for insuring a peaceful Middle East.

Would you generally agree with the principle that we should try 
and make that our policy, namely, to expand as much as possible trade 
and commerce with all of the countries in the Middle East?

Secretary KREPS. I shouldn't think that would need affirmation.
Senator HEINZ. No; but it is helpful to get it on the record so that 

when people ask you why you are writing regulations that you are able 
to say that part of our colloquy today talked about some of the broader 
issues, and I do think, Madam Secretary, that we want people to know
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that we don't want to compartmentalize our view of the world. Indeed 
I know you don't hold that view at all.

Let me ask you a more difficult and more general question. Let's as 
sume that we make some or most of the corrections that you have sug 
gested in the legislation, and that we .have an act that is signed into 
law by the President.

Do you feel that you are in a position at this point to give us some 
idea of what impact such legislation could have on jobs here in this 
country, specifically with respect to our exports to Arab countries?

Secretary KREPS. I think it is very difficult to give you hard numbers 
on that, because they would be estimates.

As you know, our exports to the Arab countries now are running— 
well, this year we expect about $10 billion. They were $7.5 billion last 
year. That indicates the rate at which they have been increasing.

In terms of jobs, again our rough estimate would translate each bil 
lion dollars of trade into say 50,000 jobs. So if we wanted to put a job 
estimate on our total exports to the Arab countries now it would run 
in the neighborhood of half a million jobs.

I do think we have to worry a great deal about any action that we 
take that might cut back on trade and cut substantially into the jobs 
thus created.

The question of what impact on that trade a specific piece of legisla 
tion will have reduces itself, of course, to the question of what response 
the Arab countries would make, whether they would shift their demand 
for goods and services to other countries where there is no boycott 
legislation. .

As you know, Senator, the competition among the nations of the 
world for the booming trade with the Arab countries is quite fierce. 
United States presently supplies well under 20 percent of those coun 
tries' total imports. It would seem to me that in the absence of any clear 
evidence, we can only guess as to cutbacks, but we should keep clearly 
in mind that the alternative sources of goods and services, alternative 
to those of the United States, are quite close and quite easy for the Arab 
countries to avail themselves of.

Senator HEINZ. If the Chairman would permit me, since my time 
has expired, one follow-up question.

If we enacted the legislation and incorporated in it the administra 
tion amendments, do you think the effect on our trade, on jobs, would 
be zero, negligible, minimal, substantial but small, substantial but 
somewhat larger than small? Any or all of the above, none of the 
above ?

Secretary KREPS. Would you like to give me another choice?
Well, I have only a personal guess on this. We have not attempted to 

estimate it, because there is no way we could do an actual estimate.
Senator HF,INZ. Obviously I am not asking you for a dollar estimate, 

I am just trying to get an idea of which direction and generally how 
much in that direction.

Secretary KREPS. Well, I would think it inevitable that in the short 
run at least there would be some reduction in American exports to 
the Arab countries.

I would find it difficult to put even a rough estimate on that. We are 
faced with an upswing in total trade to them, and the question is, of 
course, how much would that growth pattern be interrupted.
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We might not see any actual downturn, but there would surely be 
some effect, I think.

Senator HEINZ. Thank you very much.
Senator STEVENSON. Senator Sarbanes?
Senator SARBANES. No questions, Mr. Chairman.
Senator STEVENSON. Madam Secretary, it is certainly my hope that 

if this legislation is properly drawn in defense of American interests 
and the diplomacy is appropriate, it would not have any adverse 
effect on American commercial interests. That certainly is our purpose.

I have just one last question having to do with a specific. In your 
testimony you state that the law should prohibit the furnishing of "cer 
tain types of information in order to comply with the boycott."

Should a U.S. person be permitted to answer a questionnaire about 
whether he deals with blacklisted firms or with Israel, or about his 
investments in Israel ?

What types of information do you have in mind ?
Secretary KREPS. We seem to have some disagreement among our 

selves, so I will let the legal department answer that.
Mr. MOYER. Senator, I might indicate simply that that raises quite 

a difficult issue. There are strong arguments on both sides as to that 
particular question.

On balance, we come down favoring prohibiting responses to those 
types of questions, but we recognize that that is a difficult issue.

Senator STEVENSON. Any other questions ?
Senator HEINZ. Just one, Mr. Chairman.
Madam Secretary, you are quite right that we do have a series of 

amendments from your staff. If the committee were to incorporate all 
of those amendments into one or the other of the two bills before us, 
would the administration support the enactment of the legislation?

Secretary KREPS. I can't answer with finality, but I would think, 
yes, I would think that we would be in favor of the legislation as 
drafted, subject to these changes that we have suggested.

The difficult problem that you indicated earlier would then be left 
to a large extent to the drafting of the regulations. And so I would 
urge that the legislation be drawn as specifically as possible, so that 
one does not pass over to the regulations all of the difficult questions 
that you and I have been going back and forth on.

The legislation is fairly generally drawn, as you know.
Senator HEINZ. Do you anticipate that there will be any other possi 

ble amendments that could be coming up to us either before or during 
markup ? Any other possible suggested changes ?

Secretary KEEPS. I am assured that that might be a possibility. I 
don't think of one myself at the moment.

Senator HEINZ. All right, Madam Secretary, I would like to thank 
you for your excellent testimony, and I assure you, you have been 
tremendously helpful to me and to my colleagues on the committee with 
your candor and you have been, I think, extremely explicit. I think 
we are all grateful to you.

Senator STEVENSON. Madam Secretary, I agree with Senator Heinz, 
your testimony has been helpful, we have made good progress this 
morning.

You have addressed yourself to most of the secondary questions 
that have been troubling the members of the committee. That testi-
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mony is helpful, and the record will remain open—I think the Chair 
man proposes a markup for March 17. In any event, time is short. If 
you do have any further suggestions, including suggestions that have 
legislative language attached to them, they would be welcome, too.

In the colloquy referred to earlier with Secretary Vance, Senator 
Proxmire did say that he would welcome amendments from the admin 
istration. So we would welcome any amendments or further sugges 
tions you might care to make.

But your testimony has been extremely helpful, and I hope that with 
your testimony and the testimony of the Secretary of State and others, 
we will be able to proceed quickly to reporting out a bill that does pro 
tect the sovereignty of the country and its commercial interests without 
undermining the prospects for a settlement in the Middle East.

Only with a settlement will the boycott or potential for a larger war 
be ended. Thank you, Madam Secretary.

Secretary KREPS. Thank you, sir.
Senator STEVENSON. I will enter in the record without objection a 

letter that I received from Irving S. Shapiro on behalf of the Business 
Eoundtable.

[The letter follows:]
THE BUSINESS ROUNDTABLE, 

Washington, D.C., March 10,1977. 
Hon. ADLAI E. STEVENSON III, 
Russell Senate Office Building, 
Washington, D.C.

DEAR SENATOR STEVENSON : Because of your concern with the potential impact 
of foreign boycott practices upon U.S. individuals and enterprises, we sent you 
last Friday, March 4, the text of a Joint Statement of Principles Re Foreign 
Boycott Legislation'developed by a task force composed of representatives from 
the Anti-Defamation League of B'nai B'rith and the Business Roundtable.

With this letter, I, as one of the Co-chairmen of that task force and as Chair 
man of the Business Roundtable, hope to remove certain doubts which may have 
arisen as a result of recent testimony before the House Committee on Interna 
tional Relation.? which included references to, and interpretations of, three of the 
many points covered by the Joint Statement. The testimony to which I refer 
was given on March 8, by a panel representing Jewish service organizations and 
which included two of the three task force • negotiators who had represented 
the Anti-Defamation League. The principal spokesman for the panel was Mr. 
Alfred Moses, who was not, however, one of the task force negotiators.

Since the testimony of that panel is now a matter of official record, I am taking 
the liberty of expressing to you the views of the Business Roundtable negotiators 
on these points so that the thoughts of al involved may be represented.

The three points involved and the views of the Business Roundtable negoti 
ators with respect thereto are as follows:

1. In describing the term "agreements" which would be prohibited under the 
proposed legislation, Mr. Moses, a member of the witness panel, said on page 
4 of his prepared statement that " 'Agreements' need not be in writing or 
express but may be inferred from actions taken. Such actions would include 
compliance with a boycott-related request from, or a requirement of, or action 
on behalf of, a foreign country such as furnishing information with respect to 
boycott requests." The implication of that comment is that compliance with a 
requirement of a foreign country could constitute a proscribed agreement within 
the purview of the proposed legislation. The negotiations leading to the Joint 
Statement make clear that such a provision was unacceptable to the Business 
Roundtable and the ADL finally agreed to the deletion from the Joint State 
ment of a provision proposed by the ADL in near identical language to that 
quoted above.

The Joint Statement expressly states that the principles are intended to pro 
tect a U.S. person against prosecution under the proposed legislation as a result 
of such person's observance of the laws and regulations of a foreign country with 
respect to such person's activity directed to or within such country. In order for
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U.S. companies to continue to do business in or with a foreign country and its 
nationals or residents, these companies must be able to comply with the laws 
and regulations of such country applicable to their activities directed to or 
within such country. If U.S. companies are unable to do this without risk of 
violating the laws of the United States, their only alternative is, in effect, to 
withdraw from the foreign countries or to stop doing business with these 
countries.

For example, a person should not be in violation of the legislation by the 
simple act of observing a known prohibition of a foreign country against, for 
example, the importation of tires manufactured by the "XYZ" company. If 
a U.S. exporter of trucks knows that if his trucks are equipped with "XYZ" 
tires they will not be allowed into a country, then that exporter should not be 
subject to the risk of prosecution for having failed to engage in the pointless 
act of shipping a truck that will not pass customs. If, however, that exporter 
systematically refrains from using "XYZ" tires on his trucks elsewhere in the 
world, then a violation might occur.

2. The March 8 testimony also referred to the provision in the Joint Statement 
which states that any proposed legislation should not prevent a U.S. person from 
"complying with a unilateral selection by a foreign country, or any national 
or resident (including a U.S. person) thereof of one or more specific persons to 
be involved in one or more distinct aspects of a transaction. . . ." This interpre 
tation restricted the scope of this provision to compliance with a selection of a 
single supplier by a foreign government only. It was stated, moreover, that this 
would mean that American companies would not be permitted to make a final 
designation from among a list of potentially acceptable candidates submitted 
by a foreign corporation, nor would they be permitted to prepare a list from 
which a foreign corporation would make such a selection.

This narrow interpretation is not reflective of the language of the Joint 
Statement and was not the intended meaning of this provision as understood 
by the Business Roundtable negotiators. It is essential that a U.S. person en 
gaged in business in, and operating through residents of, a foreign country have 
the freedom to select suppliers and contractors in connection with the pro 
curement of goods and services for importation into such country in a manner 
which conforms with such country's laws, regulations and official policies.

Thus, to adopt an example which was discussed during the March 8 testimony, 
it would be permissible for a U.S. exporter to honor the selection by a national 
or resident of a foreign country of specific manufacturers of components (e.g., 
tires by A, batteries by B, etc.) to be included in, for example, a tractor to be 
supplied by that exporter.

3. Recognizing that exchange of information regarding commercial relation 
ships is both customary and useful in international trade, the Joint Statement 
does not purport to prohibit the furnishing of such information except to the 
extent that the same can be construed to be given "with regard to or reflective 
of a U.S. individual's race, religion, sex, ethnic or national origin, or presence 
or absence on a blacklist."

I trust you will appreciate that my intent in making the foregoing comments 
is not to detract from the overall common understandings we reached through 
our difficult but fruitful dismissions of mutual problems in this complex area 
of concern, but rather to address three specific points which might, in light 
of the March 8 testimony, be misunderstood. 

Respectfully yours,
IRVING S. SHAPIBO.

Senator STEVENSON. Our next and final witnesses who will appear 
together are Irving S. Shapiro. chairman, the Business Koundtable, 
and Burton M. Joseph, national chairman, Anti-Defamation League 
of B'nai B'rith.

STATEMENTS OF IRVING S. SHAPIRO, CHAIRMAN, THE BUSINESS 
ROUNDTABLE, AND BURTON M. JOSEPH, NATIONAL CHAIRMAN, 
ANTIDEFAMATION LEAGUE OF B'NAI B'RITH

Senator STEVENSON. Gentlemen, you are welcome to proceed in any 
way you would like. If you prefer to summarize your statements, I 
would be happy to enter them in the record. It is up to you.
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Do you want to proceed first, Mr. Shapiro?
Mr. SHAPIRO. Senator, let me say just a couple of things and I will let 

Mr. Joseph speak for himself. Given the lateness of the hour, we can 
perhaps be more useful to you if we don't read a statement that you 
can read for yourself.

I would make a couple of preliminary points and then turn to Mr. 
Joseph, and when he finishes, perhaps we could address questions.

Senator STEVENSON. Without objection, the joint statement will be 
entered into the record (see p. —).

Mr. SHAPIRO. Senator Stevenson, the Roundtable got into this ques 
tion of boycott legislation on the premise that from time to time in 
American history friends of the United States will have economic 
disputes, neither is an enemy, both are friends, but nevertheless we 
need a national policy that relates to how we conduct our affaire oppo 
site our friends.

It was in that spirit that we proposed to the Anti-Defamation 
League that we might put our heads together and try to find some 
common ground and make recommedations both to the administra 
tion and to the Congress.

We followed that procedure. I have to say that our operations were 
enhanced by the fact that some of the leading Arab nations found it 
convenient at about the same time to walk away from a requirement 
of negative certifications.

That added an element of cooperation and good faith to the whole 
endeavor, which helped us.

As we come here today, I speak for the Business Roundtable, which 
has-170 members, and the action that we have recommended was en 
dorsed by the Policy Committee, which consists of 42 chief executives 
of major American companies, and 39 of the 42 associated themselves 
with the recommendation that is before you.

We deliberately did not attempt to draft legislation. We don't see 
that as our particular skill. We thought that if we could evolve princi 
ples that legislators could consider, their staffs could reduce the princi 
ples to precise legislation. It is on that basis that we have offered to you 
a statement of principles rather than a draft of a bill.

However, our staff people have taken your bill, Senator, and have 
marked it up to reflect what we think is in this joint statement of 
principles, and we would be glad to make it available to your staff 
i f you so wish.

Senator STEVENSON. We would be glad to have it.
Mr. SHAPIRO. With that. I will turn to Mr. Joseph.
Mr. JOSEPH. Mr. Stevenson, we have always considered from the 

beginning that what we were discussing here in this issue between 
the Roundtable and the Anti-Defamation League is not Israel, not 
the Arabs, but strictly Americanism, that which is right and ethical 
for Americans, American business, would be, we thought, right for 
the American Jewish and American business communities.

We have always processed and fashioned our work along those lines.
I would like to highlight just a few of the items that I had within 

the statement. I think it would be very helpful to set the climate or 
posture under which we worked. I will do this rather quickly.
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It became readily apparent to us that one of the first legislative 
tasks to be undertaken by the new administration and the new Con 
gress would be the continuation of the effort to adopt and deal effec 
tively with the issues posed by the international boycott.

Recognizing this fact, as Mr. Shapiro indicated, we came together 
early in January and we sat down to explore the feasibility of ex 
changing these views.

Our tentative discussions in our first meeting in January led us 
to agree that we had a wide enough area of understanding, potential 
agreement, that we should proceed further.

So we established a committee of six, three from each team, to go 
to work and see if we could prepare recommendations for you and for 
the administration.

This committee of six was joined by Mr. Shapiro and myself, and 
we came together many times, worked very deliberately and at length 
to put together what we hoped would be a set of principles which 
would be acceptable to our constituencies.

The negotiators worked, as I have indicated, and brought back 
their work to the policy committees of our two groups. The policy com 
mittees reviewed this material and came together on their own and 
agreed that we were in essential understanding and that we could 
put together a joint statement.

We believe that our joint effort is in itself a unique achievement. We 
are not aware of any previous successful attempt of this kind in the pri 
vate sector. Here we are, two groups with differing views, coming 
together for the purpose of finding mutuality of principle upon which 
Federal legislation might be adopted, then finding it and offering the 
results to the legislative and executive branches of the Federal Gov 
ernment. We did this while retaining the substantial support of our 
respective constituencies—and this is terribly important—arrd on our 
part this includes the help and contribution of the American Jewish 
Committee, the American Jewish Congress, and over one hundred 
local agencies represented by the National Jewish Community Rela 
tions Advisory Council.

It must be emphasized that the statement of principles upon which 
the two groups have agreed is not intended to be a definitive draft of a 
proposed bill. We have only tried to create parameters that would be 
broad enough to incorporate essential legislative concepts.

Let me add a final and personal note. I am a businessman engaged 
in international trade, familiar with the concepts embodied in the 
joint statement. I am not a specialist in the drafting of legislation.

However, it is my belief that the principles that we have adopted 
are workable, enforceable, and equitable framework for this legislation.

Thank you very much.
[The joint statement of Mr. Shapiro and Mr. Joseph follows:]
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JOINT STATEMENT OF
MESSRS. IRVING S. SHAPIRO AND BURTON M. JOSEPH 
BEFORE THE SUBCOMMITTEE ON INTERNATIONAL FINANCE, 
COMMITTEE ON BANKING, HOUSING AND URBAN AFFAIRS 

UNITED STATES SENATE, MARCH 15, 1977

[Mr. Shapiro] 

Mr. Chairman and members of the Committee,

I am Irving S. Shapiro, Chairman of the Business 

Roundtable and Chairman of E.I. Dupont de Nemours and 

Company, and with me today is Mr. Burton M. Joseph, the 

National Chairman of the Anti-Defamation League of B'nai 

B'rith and a man of broad international business experience 

in his capacity as President of I.S. Joseph Company, one 

of the nation's foremost grain by-product exporters. We 

appreciate the opportunity to appear before you today to 

discuss the background and objectives of the collective 

effort by the Anti-Defamation League and the Business Round- 

table in developing the Joint Statement Re Foreign Boycott 

Legislation, copies of which were delivered to you approximately 

ten days ago.

As I believe you are aware, during the past six weeks 

Mr. Joseph and I acted as the co-chairmen of a special task 

force of Anti-Defamation League and Business Roundtable 

representatives, formed to explore the possibility of 

developing a set of principles of mutual acceptability which 

might provide assistance in considering federal legislation 

to deal with the complex issues presented by international 

boycotts.
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At this point, I will turn the microphone over to 

Mr. Joseph who will explain some of the background of the 

organization and work of the task force, and the objectives 

we sought to achieve.

[Mr. Joseph]

Mr. Chairman and members of the Committee, it is with 

great pleasure that I appear before you. I would like to 

review the background leading to the formulation of the 

Joint Anti-Defamation League and Business Roundtable 

Statement of Principles.

As you all know, at the close of the last session of 

Congress, both houses had actually addressed the complex 

and highly emotional subject of federal legislation to deal 

with issues raised by international boycotts. Bills were 

introduced, passed by the respective houses, and were ready 

to go to conference committee. At the same time, national 

attention was focused on the issue by the second of the 

debates between the presidential candidates. Nonetheless, 

as the congressional session came to a close, no final bill 

was passed and accordingly the Export Administration Act 

lapsed by its own provisions. The President, relying on 

executive powers vested in him by the Trading with the 

Enemy Act, issued an Executive Order, continuing in effect 

the Commerce Department Regulations, issued under the Export 

Administration Act, setting forth both prohibitions and 

reporting requirements relating to international boycotts.
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It became readily apparent that one of the first 

legislative tasks to be undertaken by the new administration 

and the new Congress would be a continuation of efforts to 

deal effectively and realistically with the issues posed by 

such international boycotts. Recognizing this fact, I was 

approached early in January by Mr. Shapiro, one of this 

nation's business leaders and the Chairman of the Business 

Roundtable, to explore the feasibility of exchanging views 

between the ADL, speaking for an important segment of the 

Jewish community, on the one hand, and the Business Roundtable, 

speaking for an important segment of the business community, 

on the other.

Our very tentative discussions led me to conclude that 

there were definite areas of agreement and, while there were 

other areas of difference, reasonable accommodations might 

be possible. Accordingly, on January 28 of this year, 

leading representatives of the ADL and the Business Roundtable 

met to explore further this approach to the troublesome 

problem of international boycotts. At the conclusion of an 

extensive conference at which the views of both groups were 

exchanged candidly, a committee of eight was constituted of 

which Mr. Shapiro and I were the co-chairmen, and which had 

three additional representatives each from the ADL and the 

Roundtable, to carry out the actual work of defining the 

issues, negotiating and formulating the Joint Statement.
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The basic assignment was to begin discussions promptly 

and attempt among themselves to resolve any differences of 

view in a reasonable and realistic fashion. If impasses were 

reached, they were to be submitted to Mr. Shapiro and me, 

as co-chairmen for ultimate resolution.

Within these parameters the negotiators immediately set 

to work, and within a remarkably short period of time, 

found substantial areas of common ground. Naturally, issues 

also arose where their respective views differed and Mr. Shapiro 

and I participated in several sessions where those questions 

were explored and resolved. Through all these sessions, the 

negotiators from the ADL and the Business Roundtable approached 

the subject matter first and foremost as U.S. citizens having 

the traditional freedoms and interests of this nation in mind. 

It remained the negotiators' principal objective to find bases 

for agreement and for understanding and dealing with the 

legitimate concerns of those whose views they most directly 

represented. About two weeks ago, the negotiators completed 

their work which is represented by the Joint Statement which 

you have previously seen.

We believe-our joint effort is itself a unique achievement. 

We are not aware of any previous successful effort of this 

kind in the private sector. Here we are, two groups with 

differing views, coming together for the purpose of finding 

mutuality of principle upon which federal legislation might
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be adopted, then finding it and offering the result to the 

legislative and executive branches of our federal government. 

We did this while retaining the substantial support of our 

respective constituencies.

It must be emphasized that the Statement of Principles 

upon which the two groups have agreed is not intended to be 

a definitive draft of a proposed bill. We have only tried to 

create parameters that would be broad enough to incorporate 

essential legislative concepts.

Let me add a personal note. I am a businessman engaged 

in international trade and familiar with the concepts embodied 

in the Joint Statement. However, I am not a specialist in the 

drafting of legislation.

I would now like to turn the microphone back to Mr. 

Shapiro to elaborate somewhat further the concepts which 

underlie the Joint Statement.

[Mr. Shapiro]

In developing the Joint Statement, the negotiators were 

charged with the task of achieving a delicate balance between 

proper control of the effects of international boycotts 

within the U.S., and improper intrusion into the jurisdictional 

and legislative affairs of foreign countries. In other words, 

the task was one of giving appropriate recognition to the 

fundamental principles of international law that a country 

may regulate and restrict its trade and access with other
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countries for political and economic reasons and may 

determine how business is to be conducted within its 

territories in its own national interest. At the same 

time, it was necessary to give full recognition to the 

fundamental right of the United States not to cooperate 

in restrictions which are inimical to its ethical principles 

or its national interest.

Rather than repeating verbatim the propositions in the 

Joint Statement, or reciting a series of technical 

applications or interpretations, I think it would be helpful 

to outline the manner in which some of the more difficult 

issues were approached.

There were certain obvious fundamental issues on 

which, as you might anticipate, there was no dispute at all. 

The obligation of Americans to refrain from discriminating 

against other Americans on the basis of race, religion, 

sex or ethnic or national origin is not debatable. These 

were the first and easiest points with which to deal.

Further, there were difficult, more legalistic, 

formulations required. For example, a balance has to be 

struck, on the one hand, between U.S. antitrust concepts 

prohibiting Americans from restricting by agreement their 

freedom to deal with other Americans, and, on the other hand, 

recognizing the rights of foreign countries to control their 

trade and access.
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There were other areas, where, candidly, tradeoffs 

were negotiated. For example, the Business Roundtable 

strongly urged that legislation should not extend outside 

the limits of the U.S. and therefore should not cover 

foreign subsidiaries or affiliates of U.S. companies. 

The ADL representatives felt strongly to the contrary. 

As a compromise, we agreed that a pragmatic solution might 

be for the legislation to apply to foreign corporations 

50% or more owned by American corporations, but only to 

the extent of their activities having a demonstrable impact 

upon the foreign trade of the United States.

Mr. Chairman and members of the Committee, we believe 

that our discussions have resulted in an enhanced under 

standing of these complex issues. The exchange of mutual 

concerns on the effects of international boycotts within 

this country has been productive, as reflected in the Joint 

Statement of Principles. We realize, of course, that some 

of the points contained in the Joint Statement should more 

appropriately be the subject of regulations prepared by the 

Department of Commerce.

Additionally, we would like to stress that, as 

representatives of the ADL and the Business Roundtable, we 

have no unique monopoly on ideas to deal with this difficult
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matter. We know that other groups have wrestled with approaches 

to the complex problems involved. Nevertheless, we wish to assure 

you that we have given the matter our best efforts and believe the 

Joint Statement represents a sound approach toward an effective 

and viable law.

We are able to address ourselves competently to the need 

for diverse elements in the American community to come together 

in support of proposed legislation that would be good for our 

country, and we hope we have done so in this case. Within 

that context, we hope too that our efforts will be helpful 

in the Committee's difficult task of preparing good, effective, 

constructive and purposeful anti-boycott legislation.

We thank you for the valuable opportunity of speaking 

here today.

85-654 O - 77 - 31
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JOINT 

STATEMENT OF PRINCIPLES

RE

FOREIGN BOYCOTT LEGISLATION 

Introduction

Increasing concern has been developing as to the extent to 

which Arab Boycott policies are affecting the traditional freedom 

of American citizens, residents and enterprises to determine, 

without external compulsion, the persons with which, and the 

localities where, they do business.

A number of federal and state laws currently exist to protect 

American citizens and residents in their freedom to make business 

decisions. These laws, however, vary in their application and 

effectiveness and only deal in part with the specific problem. 

For this reason we feel it appropriate that there be uniformity of 

applicable law to deal with the complex issues inherent in inter 

national boycotts which are fostered by foreign governments. In 

addition to protecting American citizens and residents from 

discrimination and economic compulsion, any such laws, to be 

effective, must also recognize the fundamental principle of inter 

national law that a foreign country may regulate and restrict its 

trade and access with other countries for political and economic 

reasons and may determine how business is to be conducted within 

its territories in its own national interest. Similarly, there 

is no principle requiring the United States or any other country to



477

cooperate or assist in regulations or restrictions which are 

inimical to its fundamental ethical principles or deemed contrary 

to its national interest. 

Principles

We believe that the following principles should guide any 

legislation in this area:

(1) No U.S. person may discriminate against a U.S. individual 

on the basis of that individual's race/ religion, sex, or 

ethnic or national origin in order to comply with, further 

or support a foreign boycott.

(2) No U.S. person may furnish information with regard to or 

reflective of a U.S. individual's race, religion, sex, 

ethnic or national origin, or presence or absence on a 

blacklist for the use of a foreign country, its nationals, 

or residents in order to comply with, further or support 

a foreign boycott.

(3) No U.S. person may refrain from doing business with or in

a foreign country, or with its nationals or residents 

. pursuant to an agreement with another foreign country, its 

nationals or residents in order to comply with, further or 

support a foreign boycott.

(4) No U.S. person may refrain from doing business with any 

other U.S. person pursuant to an agreement with a foreign 

country, its nationals or residents in order to comply 

with, further or support a foreign boycott.
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For purposes of (3) and (4) above, an agreement need not 

be in writing and may be implied by a course of conduct.

Agreements which have-the prohibited effect on a U.S. person, 

would be violations of applicable law irrespective of where such 

agreements are entered into.

Any such legislation should not, however, prevent a U.S. 

person froms (a) complying or agreeing to comply with the laws or 

regulations of a foreign country (i) prohibiting import of goods 

from, or produced by a national or resident of, another country, 

(ii) prohibiting shipment of goods by a carrier of another foreign 

country or by a route other than as specified by such country or 

its nationals or residents, (iii) dealing with import and shipping 

document requirements of such country regarding country of origin, 

name of carrier, route of shipment and name of supplier except that 

no information furnished in response to such requirements should 

be stated in negative, blacklisting or similar exclusionary terms, 

(iv) dealing with export requirements of such country relating 

to shipment or transshipment of goods from such country to any 

other country, its nationals or residents; (b) dealing with 

immigration or passport requirements of such country provided 

that information furnished in response to such requirements
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should not be furnished in a manner which is in conflict with 

principles (1) and (2) of this statement; or (c) complying with a 

unilateral selection by a foreign country, or any national or 

resident (including a U.S. person) thereof of one or more specific 

persons to be involved in one or more distinct aspects of a 

transaction, including a seller, manufacturer, subcontractor, 

insurer, carrier, financial institution or freight forwarder. 

In order to ensure the continued efficacy of international 

commercial letters of credit, such legislation should not 

provide a legal right for any person to demand and enforce 

payment under a commercial letter of credit other than on the 

basis of compliance with its terms.

The provisions of the foregoing paragraph are not designed 

to violate the intent of the principles set forth in paragraphs 

(1) through (4) of this statement, but they are intended to protect 

a U.S. person against prosecution under the legislation as a result 

of such person's observance of the laws and regulations of a 

foreign country with respect to such person's activity directed to 

or within such country or a unilateral and specific selection of 

a supplier of goods or services. Such provisions should not, 

however, be formulated so as to permit a U.S. person, if a bank, 

insurance carrier, freight agent or other export service organi 

zation, to act as a conduit for information which would not be 

permissible if furnished directly.

Subject to the foregoing, any legislation should apply to U.S.
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nationals and residents and to domestic corporations. Legislation 

should also apply to foreign corporations to the extent of their 

activities within the U.S. and to any foreign subsidiary of 

any domestic company which is 50% or more owned by such domestic 

company with respect to its activities which affect the foreign 

trade of the U.S. The legislation should not apply, however, so 

as to require any U.S. person to contravene the laws, regulations 

or official policy of a foreign country with respect to such 

person's activities within such country. In no event should a 

U.S. person utilize any foreign person, whether or not affiliated 

with such U.S. person, to evade the application of the legislation 

to the import or export of goods or services into or from the 

U.S.

It is appropriate that the American public, as well as the 

Congress and concerned agencies of the U.S. Government, be 

informed as to requests affecting the freedom of choice of U.S. 

persons, provided the identity of reporting persons is not 

publicly disclosed except where there is a violation of the law. 

Therefore, reporting of boycott requests should be required, but 

only to the extent necessary for effective enforcement of legis 

lation and to inform our government of the actions of foreign 

governments affecting U.S.. persons.

The legislation, in order to establish uniform rules 

relating to foreign commerce, should preempt state laws concern 

ing the acts or transactions governed by the legislation.

The legislation should provide a reasonable period of 

transition to allow for adjustment of existing practices.

Anti-Defamation League of Business Roundtable 
B'Nai B'rith

Dated As Of March 2, 1977



481

Senator STEVENSON. Thank you, gentlemen.
The Business Roundtable has already made a major contribution 

to the deliberations of the Congress and the administration, for which 
we are grateful.

I think you can make still more contributions in this last hearing 
on the subject.

Mr. Shapiro, would you explain the principles of the joint state 
ment as they would apply to sales to a country that has imposed a 
boycott ?

Mr. SHAPIRO. Let me take a stab at it this way, Senator. I think 
everyone agrees that every nation has a right to a primary boycott. 
It has a right to control what happens within the four corners of its 
own territory.

If you start from that premise, you have a different set of rules 
in a sense for trade with that nation than you do for trade elsewhere.

Let me just take a couple of the specific cases to illustrate what I 
have in mind, and to distinguish it from the trade that would be 
affected in other parts of the world.

Let me be quite precise. Suppose that Saudi Arabia, of its own 
volition, said we want to buy trucks, but we do not want DuPont 
tires on trucks that come into Saudi Arabia.

Under the principles that we have proposed, there would be no 
legal liability for an American shipper in respecting that request.

On the other hand, if, because of this request by the Saudis, the 
American shipper changed his line of suppliers, and stopped putting 
DuPont tires on trucks going elsewhere, then one would have a right 
to infer that he had associated himself with the boycott, and a jury 
might very well conclude that there was an implicit agreement in 
violation of the law.

Now that principle, it seems to me, takes us to two other situations. 
I dealt first with the case where there is a specific naming of the prod 
uct by the boycotting country.

Second, you have the case of an American resident in the boycotting 
country, suppose an engineer, who knows of the practice of that 
country, knows that no matter what you do, DuPont tires will not be 
admitted. So when he places a requisition for material in the United 
States, he says don't put DuPont tires on the vehicles.

We think that is the same as the first case, because otherwise you 
are asking the resident American simply to go through a useless 
formality of going to the Government and saying "Put it to me in 
writing, so I won't have any trouble with the law."

The third case is the case of the American supplier resident in this 
country. Let me illustrate it this way: He makes a shipment of trucks 
say to Saudi Arabia, and they are turned back at the border because 
the trucks contained DuPont tires. He does it a second time, and he 
has the same experience. He does it a third time and has the same 
experience.

At some point it seems to us he ought to be able to say "It is clear 
I can't get DuPont tires in, so I will put a different tire on the vehicle." 
Again, we would say as long as he limits himself to the specific ship 
ment going to the boycotting country, criminal liability ought not 
to attach.

On the other hand, as I said before, if this leads him to refuse to 
put DuPont tires on vehicles for other sales, then we think he is
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engaging in a course of conduct that might very well attract criminal 
liability.

Senator STEVEXSOX. Mr. Joseph, could you respond to those propo 
sitions and in particular the suggestion that an American company 
should be permitted to comply with a tertiary boycott.

If I understand the proposition correctly, what the Roundtable and 
ADL are saying is that a company should not be permitted to agree 
to discriminate against other U.S. persons and companies. But if it 
receives a direction from a contractor to accept tires from a certain 
company, and not from companies that are on the blacklist, American 
companies, that it can comply with such a direction, even though in 
this case the reasons are boycott related.

Does the ADL accept that proposition?
Mr. JOSEPH. No; not at all. If the reasons are boycott related that 

is rejected, and our statement of principles covers that very clearly.
We have provided in those instances in certain circumstances where 

there is a unilateral selection requirement or a single source, that is 
agreeable.

But anything that has a pattern of boycott and comes out very 
clearly in that context, that is out.

Senator STEVEXSOX. So you have a further qualification to the single 
selection, unilateral selection exception. It is all right for a foreign 
country to designate certain subcontractors, unless the designation of 
the supplier of tires, the subcontractor, is boycott related.

Is that what you are suggesting ?
Mr. JOSEPH. If it is boycott related, we stand by and it is in the 

statement of principles, that this is not acceptable.
Senator STEVEXSOX. The principles go all over the lot and get in 

the way of each other. They keep bumping into each other. That is 
what I am getting at. You say there can't be any agreement to dis 
criminate against American companies for boycott-related reasons, 
yet the principles, as I understand them, say yes, you can accept the 
designation of a contractor, even though that designation is boycott 
related.

Mr. SHAPIRO. Senator, might I interject one thought?
Senator STEVEXSOX. By all means.
Mr. SHAPIRO. The limitation is narrow, it applies only to the boy 

cotting country.
Senator STEVENSOX. Well, I understand that. But that hasn't been 

the proposition that I have come up with. That is to say I am not 
familiar, if I understand you, with a situation in which the boycotting 
country says to an American company that you can't sell automobiles 
to us if you deal with companies in other parts of the world.

The Arab boycotters have not attempted to run the boycott that far. 
Your example sounds like a red herring, frankly, to me.

We are not faced with that situation. We are faced with the situa 
tion where the boycotter says we won't accept automobiles or tractors 
with tires that are supplied by a blacklisted company, or they say the 
tractors have to have tires from some other company which is not black 
listed. That you say should be permitted.

What I am trying to suggest is that that is permitting compliance 
with a tertiary boycott. The boycott of other American companies. 
And Mr. Joseph is saying that should not be permitted.
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I think you are saying it should be permitted.
Mr. SIIAPIRO. What I am really saying is that when it comes to the 

four corners of the boycotting country's territory, they have absolute 
control of what comes in. And if American businesses want to do busi 
ness with that country, we ought not to attach criminal liability 
because they simply respond to that purchase order.

If they do it in other countries, in other markets, then the right 
to a primary boycott has no application and liability does attach.

Senator STEVENSON. Well, if compliance with the tertiary boycott is 
prohibited, the seller, the prime contractor, simply doesn't make the 
sale.

I think that is what Mr. Joseph is saying we should do.
Mr. JOSEPH. Mr. Stevenson, I am suggesting, in fact it is a pretty 

firm statement, that having been and continuing to be in international 
trade, and in circumstances of ordering goods, we order our goods , 
by name, by brand. That is a regular accepted and consistent way 
of doing business.

Under that this is an agreeable form of ordering goods under the 
statement of principles. If it is clear that over a period of time a list 
has been developed, either white or black, that develops a pattern of 
discrimination, this pattern will emerge and certain determinations 
I am sure will be made because of that pattern.

We are not fearful that there be any violations or major violations 
of this unilateral selection clause.

Senator STEVENSON. Mr. Joseph, if I understand you correctly, you 
do not approve of unilateral selections when they are for boycott- 
related reasons ?

Mr. JOSEPH. Exactly.
Senator STEVENSON. Negative certificates. The ADL-Business 

Roundtable principles I believe support a prohibition against negative 
certificates, though the Secretary said negative certificates are a way 
of avoiding primary boycotts. I could add to that that the same effect 
can be accomplished with positive certificates.

You support a prohibition against negative certificates. How would 
you feel about, as an alternative to a statutory prohibition, authority 
in the Department of Commerce by regulation to prohibit negative 
certificates of origin in order to offset any risk of unfortunate economic 
or commercial and political consequences in the Middle East ?

If I may, I am going to address my questions to both of you and 
leave it to you to decide which one should answer.

Mr. SHAPIRO. Let's both take a crack at it. Let me say our joint 
statement explicitly says that negative certificates ought to be pro 
hibited. And we came to that conclusion because we couldn't think of 
nny sensible case to be made for negative certificates, and we know 
that as a matter of fact, the object of a negative certificate finds it a 
humiliating experience.

Nevertheless, there has been a history of these things. The major 
Arab countries have now abandoned them.

Senator STEVENSON. Israel has not as far as I know yet. That is not 
Tonerallv known, but Israel requires negative certificates or origin, at 
Ionst. in some transactions.

Mr. SHAPIRO. We started out with the idea that there was nothing 
wi-ong with a flat prohibition in the legislation.
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On the other hand, there are some sensitivities in this area. Condi 
tions change from time to time, and 1 must say that from my stand 
point I would have no difficulty with leaving to the Secretary of Com 
merce a judgment as to when regulations are needed in this area. So 
long as the major trading nations do not actually engage in the prac 
tice, perhaps there isnt' any need to aggravate a very sensitive 
situation.

Mr. JOSEPH. It would be our preference to have it in the legisla 
tion, we think it belongs there, we think it is really part of the total 
statement. I don't think this is a matter which is going to create much 
problem for us if it does appear in the regulations, however.

Senator STEVENSON. Well, if I understand you, you are saying you 
are not supporting that, but you wouldn't object to it?

Mr. JOSEPH. I stated my preference.
Senator STEVENSON. On the question of agreement, the joint prin 

ciples require an agreement to refuse in order for there to be a 
violation.

What if a U.S. firm, knowing that certain firms are blacklisted, 
structures its transactions with the boycotting countries so as to insure 
that no blacklisted firms are involved in transactions with that country, 
the tractor example, you just don't obtain your tires from DuPont 
or whatever the blacklisted company is.

There is no agreement in that case, but there may be an intent. Why 
should we excuse compliance in that case simply because there isn't 
an agreement ?

Mr. SHAPIRO. Well, I think there can be agreement, Senator, from 
a course of conduct. The only exception I would make is that I would 
recognize the right of the boycotting country to specify what comes 
into its own country.

If one goes beyond that it seems to me a course of conduct is the 
normal basis for inferring an agreement.

What we are really dealing with here, it seems to me, is the law of 
conspiracy. We know from long experience that conspirators normally 
do not write agreements, the conspiracy is established by a course of 
conduct.

Senator STEVENSON. And intent can be implied from a course of 
conduct, too.

Mr. SHAPIRO. Exactly.
Senator STEVENSON. Would you agree, Mr. Joseph ?
Mr. JOSEPH. I have no problem with that. It is the pattern and con- 

spiritorial effect that troubles us.
Mr. SHAPIRO. Senator, I see the case of the boycotting country as a 

different situation, the ground we covered earlier.
As long as they specify the product they want to come to their 

country, one ought not to attach any inference of joining a conspiracy 
because you simply respond to that specification.

Senator STEVENSON. What is the rationale for permitting American 
firms to respond to questionnaires about their business dealing with 
Israel, as apparently they are permitted to do under the joint 
principles ?

Won't that just encourage them to shun dealings with the boycotting 
country, so as to permit them to give a direct answer ?

Mr. SHAPIRO. We divided the problem into two pieces. We say with 
respect to any statement with respect to past facts of ordinary com-
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mcrcial value, a company ought to have the right to disclose those facts 
without any liability.

With respect to any question that goes to its future intent or expected 
practices, we think it ought not to have that right.

In other words, we are saying let's not try to make criminal dislos- 
ing facts that aren't secret to start with. Future intentions are secret.

Mr. JOSEPH. We think under the current provisions there have been 
some hardships. We tried to escape that, if possible, and ask only for 
disclosure in case of violation.

Senator STEVENSON. What would you think of a requirement in the 
law that compelled American firms to keep records of all boycott re 
quests, instead of full reporting requirements? If they were required 
to maintain records, if at some point it becomes necessary, the Govern 
ment could obtain information about the effect of the boycott and the 
behavior of American firms.

Mr. SHAPIRO. I would endorse that idea. The required records doc 
trine has a firm place in our law. Everyone knows that if it is a Gov 
ernment-required record, it can be made available at the instance of 
the Government.

On the other hand, it would save all of us from the problem of for 
warding bales of paper to Washington, and then having our names 
listed in the newspapers because we sent in a report that detailed an 
absolutely innocent fact. The innocence of the facts never appear in the 
press, just the fact that we sent in our report.

So I think the idea of a required records approach would be a very 
constioictive step forward.

Senator STEVENSON. Mr. Joseph ?
Mr. JOSEPH. No problem. We would agree with that.
Senator STEVENSON. Under the joint principles no U.S. person may 

furnish information with regard to or reflective of a U.S. individual's 
race, religion, sex, ethnic or national origin or presence or absence on 
a blacklist.

Do you really mean to restrict this provision to individuals? If so, 
why exclude firms ?

Mr. JOSEPH. I think this is meant to include firms. We use the words 
"individual's race, religion, sex, ethnic or national origin," but it should 
certainly include information that is requested of corporations, asso 
ciations, individual companies. We would have no problem with chang 
ing that word "individual" to something else to broaden it.

Senator STEVENSON. Turning to extraterritoriality and the problem 
of foreign subsidiaries, the joint principles apply only to any domestic 
company which is 50 percent or more owned by such company, and 
only with respect to their activities which affect the foreign trade of 
the United States.

The administration's position, I believe, would extend it to all for 
eign subsidiaries with respect to activities in U.S. interstate or foreign 
commerce.

As you heard the Secretary earlier, she indicated, I believe, that the 
intention was really to reach evasions of antiboycott legislation through 
the use of foreign subsidiaries.

Is your position different from the administration's? Would you 
support a prohibition which reached all foreign subsidiaries, that is 
to say, corporations effectively controlled by U.S. firms, assuming that
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the law can be drafted—and I am not certain of that—in such a way 
as to make the prohibitions come down in cases in which the transac 
tion is part of an effort to evade prohibitions aimed at American firms?

Mr. SHAPIRO. I didn't think, Senator, and I may be mistaken, that 
the Secretary's position was different from that in our joint statement.

We see two kinds of situations. First, with respect to acts of evasion, 
obviously liability attaches no matter what the situation may be abroad.

On the other hand, we thought for practical administration, we 
needed some kind of a ground rule that denned when the act was going 
to apply to a foreign sub. And we agreed on the 50 percent or more 
stockholding as the most practical way of dealing with this subject.

Otherwise, one gets into just horrendous factual problems in deter 
mining if and when the law applies.

There are many kinds of foreign subsidiaries in which American 
companies have minority interests. There are others in which the 
ownership may be equal, but a foreign management really actively 
operates the company.

So we have tried to get some kind of a line here that everybody could 
understand, and not leave the question of what is control up in the air.

Senator STEVENSON. Mr. Joseph ?
Mr. JOSEPH. This question, Mr. Senator, probably created as much 

of a problem for us as anything we tackled. It is a tough one, as we 
all recognized. And we spent more time on it than anything. We 
debated the issue and frankly there was some give and take, as there 
was give and take in §ome of the other issues MTe decided, and the 
use of the 50-percent rule is satisfactory to the Anti-Defamation 
League and those constituencies that joined with us in this effort.

Senator STEVENSOX. Would leaving the question of control to the 
regulations be satisfactory to you both ?

Mr. SHAPIRO. Certainly.
Mr. JOSEPH. We would like to see the regulation, of course. I pre 

sume we would be very specific on it, and if so, we could be happy 
with it.

Mr. SHAPIRO. Let me say it a different way. I gave you a fast "cer 
tainly." I am assuming a regulation that would be consistent with 
the joint statement of principles. And the question of whether that 
test appears in a statute or in the Secretary's regulations seems to 
me not material.

Senator STEVENSON. Turning now to compliance with visa require 
ments, the joint principles contain an exception for visa requirements, 
but only so long as compliance does not conflict with the antidiscrim 
ination and information furnishing prohibitions in the joint principles.

I don't know what that means. What if an American company 
doing business in an Arab State, has a Jewish employee or a woman 
that is denied a visa because the Saudis, for example, don't—I think 
they don't—permit women to work in Saudi Arabia. Conceivably you 
could have such cases in Israel, the case of a Palestinean being de 
nied a visa; it is theoretically possible anyway.

In such situations, though the visa is denied to the employee for 
reasons which are discriminatory, should that company be prohibited 
from transacting business ?
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Mr. SHAPIRO. Let me deal with two cases. I think that we had this 
in mind first, that the fact that a potential customer in a boycotting 
country would not permit a certain person to enter ought not to be 
a justification for an American company to refuse to hire that person.

On the other hand, once the person is employed, it is his responsi 
bility or her responsibility to have a visa, and if, for reasons that 
are within the control of the boycotting country, a visa does not issue, 
it seems to us that criminal liability ought not to attach to the em 
ployer. He has done everything he could do. We would not try to 
relieve him, if '^ sn'd I won't hire anybody that the boycotting 
country doesn't like. But as long as his hiring policies are consistent 
with American standards, the fact that a given employee can't get 
a visa ought not to make him a criminal.

Mr. JOSEPH. We understand the right of the country to set up its 
own visa regulations and we have no problem with this.

Senator STEVENSON. After identifying a number of exceptions, the 
joint principles state that the exceptions are—

* * * intended to protect the U.S. person against prosecution under the legisla 
tion as a result of such person's observance of the laws and regulations of a 
foreign country with respect to such person's activity directed to or within such 
country or a unilateral and specific selection of a supplier of goods or services.

It has been suggested that rather than being a clarification of 
the purpose of the exceptions, this is a separate principle in itself, 
that is, compliance with the laws of the foreign country would be a 
defense to any charge of wrongdoing.

Is that so?
Mr. SHAPIRO. We had two thoughts in mind, again. With respect 

to a boycotting country, our thought was that if an American sup 
plier does nothing more than obey the law of the country into which 
he is shipping his goods, he has not by that simple fact become a 
party to a conspiracy to boycott.

If we don't mean that, then we are really saying he can't do busi 
ness there at all.

The other case that we had concern about was a foreign subsidiary 
located in a country that is not a boycotting country, but which has 
established a law of its own that may be incompatible with Ameri 
can law. In that case, we were anxious to not put the subsidiary in 
the posture where it must choose whether it is going to be in viola 
tion of the local law or the American law.

Again, we suggested there that criminal liability ought not to 
attach if it is responding to the law in the country in which it exists 
and does business.

Senator STEVENSON. Even though the law complied with is a boy 
cott requirement or discrimination ?

Mr. SHAPIRO. Yes; I think that is inherent in the proposition, 
so long as we are not dealing with an evasion situation. Otherwise 
what we are saying is that when we have an American subsidiary 
doing business abroad, the American law follows it, and displaces 
the law of the country in which that subsidiary is doing business, 
which is a troublesome proposition in terms simply of the function 
ing of the business.
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Mr. JOSEPH. This is a very difficult one, and one which would prob 
ably be better left to our people who have worked on it. and the Busi 
ness Roundtable people who have worked on it, and are available to 
you on this question. And we would like very much to have them par 
ticipate in trying to work a way around it.

Our stated position is that if we again see a pattern, a course of ac 
tion, conspiritorial process, we will recognize it soon enough and quick 
enough and we will very quickly claim a boycott action is underway.

As to the specifics of a single instance, it would be very difficult for 
me at this time to further comment.

Mr. SHAPIRO. Let me add, Senator, that the question of American 
law following the foreign sub is a general one, it has nothing to do 
with boycotts. It is a problem we face all of the time in doing business 
internationally.

Senator STEVENSON. In his testimony before the House International 
Relations Committee, Alfred Moses of the Anti-Defamation League 
stated: "We endorse wholeheartedly the antiboycott provisions of H.R. 
1561," which is identical to S. 92.

That Avas after the ADL and Ronndtable announced their joint 
principles. That statement by Mr. Moses seems inconsistent with some 
of the joint principles that you have annunciated.

Do you have any comment to make about Mr. Moses' statement? He 
supports S. 92 and you obviously do not support all of the provisions 
of S. 92.

Mr. SHAPIRO. Senator, I have to say that Mr. Moses was not a party 
to the discussions between the representatives of the Business Round- 
table and the ADL. He attempted to put a gloss on our joint under 
standing. He expressed a personal point of view. I don't think he 
could speak for the negotiators and that is the reason that Mr. Joseph 
and I are here today.

We were involved in these negotiations. If there is a gloss to be put 
on our joint statement, we think we are the ones to do it, not someone 
who is a stranger to the situation.

Senator STEVENSON. I don't know about you. Mr. Shapiro, but you, 
Mr. Joseph, are the National Chairman of the ADL.

Who was Mr. Moses speaking for. himself or the ADL?
Mr. JOSEPH. Mr. Moses was speaking on behalf of the Anti-Defama 

tion League, the American Jewish Committee, whom he represents, 
and the American Jewish Congress, and the additional 100 local or 
ganizations that I indicated before.

And I didn't find, frankly, in his testimony, which I went over 
'rather carefully, any divergence from the statement of principles. I 
don't necessarily concur with the statement as made.

Mr. SHAPIRO. I would like the record to be clear, Senator. Can we 
agree, at least, that Mr. Moses was not a party to our discussions or 
negotiations or deliberations ?

Mr. JOSEPH. We can agree.
Senator STEVENSON. If you both agree on that, it leaves me with 

some uncertainty about the position of the ADL. The joint principles 
permit compliance with the boycotting country's selection of a sub 
contractor. The legislation which Mr. Moses supported does not.

And I could cite other such differences between the joint principles 
and the legislation. S. 92, which he supports.
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Mr. JOSEPH. Mr. Moses I think made clear in his statement that he 
understood and supported the joint principles The fact that the joint 
principles have somewhat broader parameters than S. 92 or the other 
legislation doesn't create any problem for us.

We are going to be helpful to you in establishing some of the prin 
ciples contained in the legislation.

Senator STEVENSON. What I am going to take from all of this is the 
understanding that the ADL, as ^yell as the Business Roundtable, sup 
ports the joint principles, including those which are in conflict with 
the provisions of S. 92.

Mr. JOSEPH. Speaking for the ADL, we are in support of the prin 
ciples. If there is an area of conflict, I am not aware of it. But we will 
have to review that with you.

Senator STEVENSON. Well, do you want me to give you more exam 
ples right now ?

Mr. SIIAPIRO. Senator, let me say for the record before we go on, 
that we stand on the document that was submitted, every word, every 
comma, and every dotted "i" in it.

We are not asking for any departure from the words that we wrote.
Senator STEVENSON. Very well. My final word, Mr. Joseph, is if you 

become aware of anything that causes my understanding to be a mis 
understanding, then you better let us know about it in a hurry.

Mr. JOSEPH. We will indeed, sir.
Senator STEVENSON. Gentlemen, it has been very helpful. It has'been 

a long hard haul for many of us, and you know how difficult it has 
been because you have been involved in this process.

It is Hearing completion now, thanks in part to your help.
As I said earlier, I am optimistic now that we can act, act quickly, 

act wisely, act in a way that protects our sovereignty, our commercial 
interests, without doing any injury to the prospects for settlement in 
the Middle East, as well as opportunities for commerce in the Middle 
East.

Thank you very much.
Mr. SIIAPIRO. Thank you. We are grateful to you for giving us all 

this time. Thank you.
Senator STEVESON. The subcommittee is adjourned.
[Thereupon, at 12:25 p.m. the hearings were concluded.]
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APPENDIX

STATEMENT OF THE AGRICULTURAL TRADE COUNCIL TO THE 
INTERNATIONAL FINANCE SUBCOMMITTEE AND COMMITTEE ON BANKING, 
HOUSING AND URBAN AFFAIRS, UNITED STATES SENATE

February 28, 1977

The Agricultural Trade Council (ATC) is a non-profit trade 

association representing the exporting interests of the 

agribusiness, food, and related industries.

One of our principal roles is to insure that the $30 Billion 

agricultural exporting community receives the attention it 

deserves when policy is formulated, especially in Washington. 

Historically, this has not been the case, nor is it so in 

respect to Title II of S.69 and S.92.

The ATC supports the freest flow of goods in the international 

market. It is a basic tenet that in our republic, founded on 

free enterprise principles, the American businessman should 

be able to compete equitably with his overseas counterparts. 

Any infringement upon this right by our government must be 

fully justified as being essential to the interest of the 

United States, for otherwise it is acting contrary to one of 

the most fundamental reasons behind our democratic system.

This right has been under ever-increasing assault of late. 

Quotas, boycotts, most-favored-nation status, and a seemingly
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endless stream of other federal regulations and red tape 

have succeeded in hampering the activities of U.S. exporters 

in what is supposed to be a free marketplace. More and more, 

the federal government is using the private business sector 

as a tool, and scapegoat, for public initiatives.

With the proposed anti-boycott amendments. Congress again is 

not acting in the best interests of the U.S. or its financial 

sector. Who shall benefit if the laws are enacted? Clearly 

not the principals involved — Israel, the Arab League, or 

the United States. Rather, it is our financial competitors 

who will gain by garnering a larger share of the growing 

(both in amount and importance) Middle East market.

At present, the American share in Middle East trade is about 

17%. The Arab countries can do without American technology 

and goods which we supply even though the goods are con 

sidered among the most needed there. European, Japanese 

and Warsaw Pact countries can supply virtually everything 

supplied by our industry. This legislation, if enacted, would 

not open the way for the boycotted U.S. firms to deal with the 

Arab world. Instead, it may prohibit those firms that are 

allowed to do business in that region from continuing in such 

enterprises. In effect, then, what this legislation will do 

is provide for across the board discrimination against United

85-654 O - 17 - 32
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States exporting concerns.

We recognize the dilemma facing Congress. Commercial dealings 

on an international scale do not take place in a political 

vacuum. Involved in the proposed bills are complex matters 

of international law, national sovereignty, and the self- 

interest of the United States and its allies. Hence, let us 

turn our attention to the politics of the Middle East and the 

American interest therein.

The longevity of the Arab-Israeli hostility is unprecedented 

in the history of mankind. Besides resulting in four wars 

over the last 29 years, this antagonism has led both sides to 

use the means available to them to damage each other's 

economies. The Arab League nations, technically still at war 

with the State of Israel, employ a primary and secondary 

boycott as an economic measure against Israel. If the United 

States maintains a policy against secondary boycotts, it 

applies to everyone but ourselves. We enforce an embargo 

against ships calling at Cuban ports and have a list of 203 

non-American vessels on its blacklist. It is not a boycott 

•Based' on religious or ethnic background. The Anti-Defamation 

League of B*nai B frith, in a study published last month, said 

"Boycott requests involving religious discrimination were 

rare V- appearing on three of 836 reports Cfiled with the U.S. 

Commerce Department), or less than one-half of one percent."
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There are now indications that these deep-seated differences 

can be resolved on the diplomatic front. The United States 

and Israel are staunch allies, and the U.S. wields considerable 

influence on Israeli thinking and policies. The Arab states 

have realized the necessity for a lasting peace in order to 

attend to the needs of their people, and look towards the 

U.S. to act as a mediating force. The Geneva Conference will 

likely convene within the next few months and America will 

no doubt play a leading role in those Arab-Israeli talks.

This is the political context in which S.69 and S.92 lay. 

The Arab boycott issue is a part, a small part, of a much 

greater problem needing resolution. The effect these impending 

bills may have on the continuing attempts to resolve Middle 

East problems may be a disastrous one.

Senator Stevenson himself has admitted that the only true 

solution to the Arab boycott lies in an overall peace settle 

ment. Some movement is clearly being made toward that end. 

However, these pieces of legislation, which are overreactions 

to an emotional issue, once again cast the Arabs in the role of 

adversary. The Arabs have gone to great lengths to emphasize 

their willingness to cooperate with the United States in seeking 

peace in the Middle East. Yet, with such fragmentary, short 

sighted amendments, we shall be signalling to the nations of
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the Arab world that the U.S. itself is hostile toward them,

and we shall ourselves have created another obstacle for the

U.S. and all parties to overcome on the road toward peace.

Our stake in such peace should not be downplayed. Zeroing 

in on Saudi Arabia alone, we find that U.S. corporations have 

development contracts with the Saudis totaling $16 Billion. 

U.S. civilian exports approach $4 Billion annually. U.S. 

defense activities involve $5 Billion in hardware, and $4 

Billion in services and construction. If $1 Billion in sales 

supports the jobs of 70,000 Americans, well over half a 

million American jobs are at stake as a direct result of 

these dealings with Saudi Arabia — just one of the Middle 

East nations with whom we are, and should be, attempting to 

expand exports at this economically critical time.

Keep in mind this is vis-avis Saudi Arabia alone. It does 

not include other Arab states. These other Arab states also 

have extensive dealings with members of our United States 

business community and plan massive development programs, 

for which they look to us for help. These programs will 

continue as planned,' regardless of our direct participation, 

but legislation such as you are considering will severly 

prejudice our continued, responsive access to the Arab market 

place.
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Our dependence on the Arab world for oil, we would hope 

needs no underlining. At present, one-fourth of our petroleum 

imports come from that region. By 1980, this proportion will 

rise to one-half. The importance of our continued access to 

this energy resource, both to our economy and to our defense 

capabilities, makes this an essential element of our national 

security. Our stake in the whole Middle East is great indeed. 

As our present national course is tied to Israel, reality 

shows it is no less tied to the other nations of the Middle 

East.

If the intent of these bills is to bring an end to the Arab 

boycott, we suggest that the leverage our country should 

properly use in this effort lies in the trade between the 

American and Arab governments. Private business should not be 

involved in such a quarrel.

To this end, we would partially boycott their oil. The by 

products of this type of action would be: (1) the equalizing 

of the American-Arab trade imbalance, dollar for dollar, and 

(2) we would not be giving them the dollars with which to 

buy goods from our competitors.

The ATC does not really favor these responses to the boycott 

problem. The Arabs could become our best ally in that part
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of the world if we would stop insulting them. We feel the 

only solution lies in a comprehensive peace settlement.

The proposed legislation seems inclined to gloss over these 

considerations because it maintains that they pale in the 

face of the moral question involved. We, first of all, do 

not agree that this moral issue, the matter of discrimination, 

is involved at all. We cite the Anti-Defamation League's 

study, as well as the ongoing historical precedent that every 

nation has the sovereign right to apply laws regulating the 

origin of goods passing through its ports.

We would like to inject an actual moral factor that we believe 

does play a part in this discussion. Senator Proxmire has 

stated that compliance with the provisions of S. 69 and S.92 

will entail "sacrifices" on the part of American businesses. 

He has said that American firms will likely incur some "pain" 

because of the new restrictions.

*
Our affiliates, members of the agricultural exporting community,

are both large and small in size. Many have dealings with 

Middle East nations. While some of the large firms are 

probably big enough and stable enough to suffer the "pain" to 

which the Senator refers, we know in speaking to our membership 

that many of the smaller firms are not. To them, this "pain"
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will not cause hardship. To them, this legislation could 

spell the death of their enterprises.

We stand against bills such as these. The "moral issue" 

elucidated by the proponents of this legislation is nebulous, 

the benefits are negligible. The practical issues we have 

cited are tangible ones, and ones whose effects can and will 

be measured negatively. We hope this Committee will give 

full consideration to all sides of these critical questions.

Thank you.
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ACEC File #601

americgn
consulting engineers 
council 1155 FIFTEENTH STREET. NORTHWEST. WASHINGTON. D.C. 20005 D AREA CODE (202) 296-1780

March 3, 1977

Mr. Stanley Marcuss
Majority Counsel
Subcommittee on International Finance
Room 456
Russell Senate Office Building
Washington, D.C. 20510

Dear Mr. Marcus s:

On February 21, during the International Finance Sub 
committee's hearings on the boycott provisions of S. 69 
and S. 92, reference was made to the similarites between 
the Arab League's boycott of Israel and the economic 
boycotts imposed by the United States upon Cuba, Vietnam, 
North Korea, etc. During the exchange between the Sub 
committee members and the business panel, the business 
panelists were challenged to cite "a single example" of a 
secondary boycott imposed upon foreign nationals or firms 
by the United States.

In this regard, we wish to draw the Subcommittee's attention 
to the language contained in Section 102 of Title I of the 
Agricultural Trade Development and Assistance Act of 1954 
(P.L. 480), which in our opinion, is in explicit example 
of a secondary boycott written into U.S. legislation. 
Section 102 of Title I states:

"For the purpose of carrying out agreements 
concluded under this Act the Commodity Credit 
Corporation is authorized to finance the sale 
and exportation of agricultural commodities 
whether from private stocks or from stocks of 
the Commodity Credit Corporation: Provided, 
That the Commodity Credit Corporation shall 
not finance the sale and export of agricul 
tural commodities under this Act for any 
exporter which is engaging in, or in the six 
months immediately preceding the appli 
cation for such financing has engaged in, 
any sales, trade, or commerce with North 
Vietnam, or with any resident thereof, or 
which owns or controls any company which is

PRESIDENT: Richard H. Stanley; SENIOR VICE PRESIDENT: Jack S. Braun
VICE PRESIDENTS: W. William Graham. Jr.. Phillip N. Schaeffer. Howard S. CottreU. E.N. Nlcolaides, RusaeB L. Smitn. Jr.
TREASURER: George W. Barnes; PRESIDENT-ELECT: William A. Ctevenger: EXECUTIVE VICE PRESIDENT: Donald A. BuzzDD
EXECUTIVE DIRECTOR. GOVERNMENT AFFAIRS: Larry N. Spffler: EXECUTIVE DIRECTOR. OPERATIONS AND PROGRAMS: Bruce E. Vogelslnger
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• Mr. Stanley Marcuss 
March 3, 1977 
Page 2

engaging in, or in such period has engaged 
in, any such sales, trade, or commerce, or 
which is owned or controlled by any company 
or person which is engaging in, or which 
in such period has engaged in, any such 
sales, trade, or commerce either directly 
or through any branch, subsidiary, affiliate, 
or associated company: Provided further, 
That such application for financing must 
be accompanied by a statement in which are 
listed by name, address, and chief executive 
officers all branches, affiliates, sub 
sidiaries and associated companies, foreign 
and domestic, in which the applicant has 
a controlling interest and similar inform 
ation for all companies which either directly 
or through subsidiaries or otherwise have a 
controlling interest in the applicant company."

The language of Section 102 is broadly formulated and from 
the information we've received from various private industry 
sources and the Departments of Agriculture and State, this 
section could be (and in fact has been) interpreted to 
apply to the operations of foreign corporations having U.S. 
subsidiaries. For example, if a foreign corporation's 
U.S. subsidiary is an exporter of P.L. 480 agricultural 
cmmodities, the foreign parent corporation could not, under 
the terms of Section 102, trade with Vietnam, Conversely, 
if the foreign corporation has business dealings with Vietnam, 
its U.S. subsidiary is prohibited from receiving export 
commodity financing.

We would also remind the Subcommittee of official measures 
enacted during World War II which resulted in the United 
States blacklisting foreign firms dealing with citizens, firms, 
corporations and governments of the Axis Powers. This black 
list included firms from such countries as Argentina, Chile, 
Columbia, Portugal, Spain, Sweden and Switzerland.

To argue that these measures were justified because the United 
States was at war is to overlook the fact that a continuing 
state of belligerency exists between the Arab League nations 
and the State of Israel.

We would suggest, therefore, that before the United States 
Congress attempts to pass legislation regarding the secondary 
aspects of the Arab boycott, it would do well to first consider 
the extraterritorial and secondary boycott aspects of P.L. 480.

I We request that a copy of this letter be made a part of the 
1 hearing transcript.

Respectfully,

Bruce C. Rtfberts 
Staff Director 

BCR/bm International Engineering Committee
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American Farm Bureau Federation

February 15, 1977

WASHINGTON OFFICE

AREA CODE 2O2 • «38-«315 

CABLE ADDRESS: AMFARMBUR

Honorable Adlai E. Stevenson, III, Chairman
International Finance Subcommittee
Committee on Banking, Housing and Urban Affairs
United States Senate :
Washington, DC 20510

Dear Mr. Chairman:

We understand that your Subcommittee will hold hearings on S.69 and S.92, 
bills extending and revising the Export Administration Act, on February 21, 22, 
and 28.

On January 12, 1977, at the annual convention of the American Farm Bureau 
Federation in Honolulu, Hawaii, the official voting delegates of the member State 
Farm Bureaus adopted the following policies concerning the application of ex 
port controls to U.S. agricultural commodities:

Access to Markets

"If not restricted by government controls, American farmers will con 
tinue to meet the food needs of the nation and a large portion of the 
world. Embargoes and moratoriums on agricultural exports will only 
inhibit food production and antagonize foreign customers. Such con 
trols will contribute to a U.S. balance-of-payments deficit, foster 
inflation, and reduce our ability to purchase needed products, such 
as petroleum, which are in short supply here.

"We vigorously oppose all governmental restrictions on the sale of 
agricultural products in world markets. (Emphasis added). Agricultural 
exports must not be held hostage in the name of political expediency 
or foreign policy. Decisions affecting agricultural exports should be 
made with full participation by farmers and the Secretary of Agriculture. 
Such decisions must not be made by labor leaders or government agencies, 
such as the Department of State, which are primarily interested in foreign 
policy considerations."

*****

Agricultural Exports

"During the past few years, the government on several occasions imposed 
embargoes or restrictions on agricultural exports. In some cases
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decisions in agricultural export policies have shifted from the U.S. 
Department of Agriculture to the U.S. Department of State and to organized 
labor. Farmers deeply resent the actions taken by their government 
restricting export markets. These actions have:

"(1) Damaged farmers' confidence in their government.

"(2) Seriously tarnished the reliability of the United States as a 
supplier of food and fiber in foreign markets and raised questions of 
how committed the United States is to a policy of freer trade.

"(3) Forced foreign buyers to secure from other suppliers products 
which could have been purchased from the United States if expanded 
controls had not been in effect.

"We will:

"(1) Oppose any proposal to limit or contro^ exports of U.S^. agri 
cultural commodities except where national security clearly requires 
such action. (Emphasis added).

"(2) Develop a plan of action, including legal action if deemed 
necessary, to strongly oppose restraints and controls on agricultural 
exports and seek assurances from the Administration and legislation 
from the Congress that agricultural exports will not be restricted....

"(6) Emphasize that American grain is the private property of farmers 
or the grain trade until sold and not public property to be used by 
government or labor to advance their particular interests or causes...."

***** 

Balance of Payments

"The continuation of a high level of agricultural exports is essential 
to avoid balance of payments problems.

"Increased commercial sales of U.S. agricultural commodities in world 
markets have shifted our national trade balance from a deficit to a 
surplus. A large surplus in our agricultural balance of trade has more 
than offset the negative balance of trade in the industrial sector, 
including the greatly increased cost of imported oil.

"Any effort to restrict agricultural exports^ will endanger^the economic 
health of our country..." (Emphasis added).
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The long run result of government interference with agricultural exports 
will be a loss of hard won markets. Foreign buyers confronted by broken sales 
contracts have lost faith in the dependability of the United States as a source 
of supplies. This loss of confidence in.the U.S. market has stimulated invest 
ments in other countries to develop alternative sources of supply. For example, 
Japanese investments since the 1973 embargo have stimulated soybean production 
in Brazil.

Export controls involve the compulsory allocation of supplies by government. 
Government cannot regulate prices or the distribution of supplies as well as the 
marketplace. Government imposed export controls are an instrument for politi 
cizing foreign trade policies. Such trade policies make it impossible for our 
country and others to gain the full benefits inherent in mutually advantageous 
trade conducted with a minimum of market interference.

Farmers and ranchers cannot be expected to maintain full production of any 
commodity in the absence of free access to the world market for that commodity. 
It Is, therefore, imperative that the government give farmers and ranchers con 
crete assurance prior to planting time that export controls, embargoes, or 
moratoriums will not be applied during the crop year.

In conclusion, we would like to submit the following comments- on two amend 
ments which have been included in S.69 and S.92:

(1) We support the apparent objective of the amendment to exempt foreign- 
owned products from export controls; however, we do not think it represents 
a desirable approach. Our main concern is that this amendment implicitly 
assumes that we are going to have export controls on agricultural com 
modities, and we are opposed to any such controls that are not clearly 
required by national security.,

(2) We also support the apparent objective of the amendment which would 
(a) require the President to immediately report the prohibition or cur 
tailment of agricultural exports to the Congress, setting forth his 
reasons in detail for such actions, and (b) allow Congress to disapprove 
such prohibition or curtailment within thirty days of receipt of the re 
port by means of a concurrent resolution; but, here again, we would 
prefer a different approach. We are concerned because this amendment 
indicates that the curtailment of agricultural exports may be acceptable 
in some instances where such action is not clearly required by national 
security.

(3) We do not believe that these amendments provide adequate assurance 
to importing nations to restore their confidence in our reliability as 
a supplier of agricultural products. We, therefore, urge the Senate 
Committee on Banking, Housing and Urban Affairs to delete all provisions
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Honorable Adlai E. Stevenson, III, Chairman -4- February 15, 1977

of the Export Administration Act that have been, or could be, used 
authority for imposing export controls on agricultural commodities, 
except where national security clearly requires such action.

We would appreciate your making this letter a part of the record. 

Sip*erely,

cc: Members of Committee

in C. Datt, Director 
ihington Office
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AMERICAN FEDERATION OF LABOR AND CONGRESSOF INDUSTRIAL ORGANIZATIONS
OKOftGB MftAN

nV'""1
__... _ WMTt 
EDWUOT. IWMfY 
CMMLES H. flUMS

March 1, 1977

Honorable Adlai E. Stevenson, III,
Chairman
Subcommittee on International Finance
Senate Banking Committee
Washington, D.C. 20510

Dear Mr. Chairman:

In 1976 the AFL-CIO supported legislation extending the 1969 
Export Administration Act which contained provisions designed to 
prohibit U.S. businessmen from complying with boycotts or blacklisting 
by Arab nations against American firms doing business with Israel.

The AFL-CIO Executive Council in a statement issued July 19, 
1976 on the Arab Boycott labeled it an attempt to "... impose upon the 
American people practices of racial and religious bigotry which violate 
American belief and law, and to make American firms the agents of 
hostile acts against a friendly nation."

The AFL-CIO continues its firm support of legislation forbidding 
American firms from engaging in illicit, unethical business tactics in 
exchange for Arab business contracts.

Presently your subcommittee is holding hearings on legislation 
addressing this matter. I would therefore request that this correspon 
dence and the attached AFL-CIO Executive Council statement entitled "The 
Arab Boycott" be included in the hearing record of your subcommittee on 
this issue.

Your assistance in this matter is greatly appreciated.

Sincerely yours,

Enclosure

afewM. "Blemfll 
DEPARTMENT OF

le ' 

ffi S
, Director 

SISLATION
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Statement by the AFL-CIO Executive Council

on 

The Arab Boycott

July 19, 1976 
Washington, D.C.

The Arab boycott raises issues which go far beyond those of 
Israel's rights as a free nation. By imposing secondary and 
tertiary boycotts, the Arabs have put at issue America's willingness 
to defend its own principles and sovereignty. Not only do the 
Arab nations refuse to deal commercially with Israel, they also 
demand that American firms which wish to do business with them 
refrain from transactions with Israel. They demand that American 
firms practice religious discrimination in hiring, promotion, job 
assignment, selection of corporate officers and in dealing with 
other American firms.

The boycott attempts to impose upon the American people 
practices of racial and religious bigotry which violate American 
belief and law, and to make American firms the agents of hostile 
acts against a friendly nation. This constitutes a repugnant 
intrusion into American domestic life, and an unacceptable effort 
to coerce American foreign policy. The American people will not 
tolerate this dictation.

The Executive Council believes that the imposition of this 
boycott on Americans, American-owned businesses, or on any trans 
actions occurring on American territory must end now. We call 
upon the Congress and the Administration to move swiftly to enact 
legislation and to take such other measures as necessary to achieve 
this goal.
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The Honorable Adlal Stevenson, III 
456 Old Senate Office Building 
Washington, D. C. 20510

Attention:
Dear Senator Stevenson:

Mr. Stanley Marcus

In Heu of oral testimony before the Senate Subcommittee on Banking, 
Housing and Urban Affairs, the following joint written testimony 1n 
support of the Export Administration Amendments of 1977 Is. submitted 
by the Philadelphia District Council International Longshoremen's 
Association, Delaware River Port Authority, Philadelphia Port 
Corporation, Philadelphia Marine Trade Association, Port of Phila 
delphia Marine Terminal Association and Philadelphia Chapter 
American Jewish Committee. He ask that It be entered Into the 
record of today's hearings:

It Is our belief that legislation, such as that embodied 1n the 
Export Administration Amendments of 1977 proposed by Senators 
Harrtson Williams and Will 1am Proxmlre (S. 92, H.R. 1561), will 
protect the autonomy of American business and foreign policy Inter 
ests from the threat of discrimination Imposed from abroad, partic 
ularly from secondary and tertiary discrimination against American 
companies and citizens arising from foreign boycotts. Americans 
who have demonstrated the courage and foresight to refuse to submit 
to such boycotts and to live up to both the letter and spirit of 
American laws and traditions deserve the plaudits and protection of 
our federal government.

Further, we believe uniform federal legislation and enforcement Is 
a better solution than Individual state laws seeking to close gaps 
In federal export administration law, attempts which have sometimes 
created divisive Interstate and regional conflicts over fears of 
diverted cargoes, lost revenues and jobs, or runaway shops. For 
this we turn to Washington.

The weight of evidence. Including that extracted from the records 
of the U. S. Department of Commerce, 1s now clear. Simply reporting 
boycott compliance requests from foreign customers has been Inadequate; 
even disclosing corporate decisions of compliance has not curtailed

Cont'd...
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The Honorable Adlal Stevenson, III 
Page 2

February 28, 1977

the willingness of sone to capitalize on the patHotlsn and noral posture of others. 
President Carter, during the canpalgn debates, accurately described the present 
state of anti-boycott enforcenent as a "national disgrace*. Congress should move 
quickly now to give h1n an opportunity to demonstrate the depth of his convictions.

Abraham E. Fi
I.L.A. District Counsel

Alfred Co>
President
Phlla. Marine Trade Assn.

Respectfully,

s R. Kelly 
Director
Delaware River Port 
Authority

J. Castfgnola 
President
Port of Philadelphia 
Marine Ternlnal Assn.

Irvln Ji
President
Philadelphia Port Corporation

PauT/S. Welnberg 
President 
Philadelphia Chapter 
American Jewish Conrittee

h 
cc: The Hon. James E. Carter 

The President 
The White House 
Washington, D.C. 20500

The Hon. Richard S. Schwelker
The Hon. H. John Heinz, III
The Hon. Harrlson A. Williams. Jr.
The Hon. Clifford P. Case
The Hon. Joseph R. Blden, Jr.
The Hon. U1111U V. Roth. Jr.

The Hon. 
The Hon. 
The Hon. 
The Hon. 
The Hon. 
The Hon. 
The Hon. 
The Hon. 
The Hon. 
The Hon. 
The Hon.

Joshua Ellberg 
Michael Myers 
nokat BC, enns, Jr. 
Robert N. C. N1x 
Peter H. Kostnyer 
Richard T. Schulze 
Robert H. Edgar 
Janes J. Florlo 
Raynond F. Lederer 
Edwin B. Forsythe 
Lawrence CoughUn

U. S. Senate 
Washington, D.C. 20510

House of Representatives 
Washington, D.C. 20515

85-654 O - 77 - 33
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E. L. Shafer Continental Oil Company 
Senior Vice President High Ridge Perk

Stamford, Connecticut 06904 
(203) 3S9-3SOO

February 25, 1977

The Honorable Adlai E. Stevenson
Chairman
Subcommittee on International Finance
Banking, Finance and Urban Affairs Committee
United States Senate
Washington, D. C. 20510

Dear Mr. Chairman:

I am writing to you on behalf of Continental Oil Company to urge your committee 
to consider carefully some views on problems which appear in S.69 and S.92. Serious 
implications may result from the present language of these bills if passed into law.

As you and your committee are no doubt aware, U. S. companies are now subject 
to the terms of the Ribicoff Amendment to the Tax Reform Act of 1976. This amendment 
is currently requiring ah intensive review of existing contractual and operational re- • 
lationships with Arab countries in order to avoid the possible loss of foreign tax credits. 
Absent such tax credits, many U. S. companies in the petroleum industry could find 
continued foreign production operations economically unattractive. Changes in existing 
agreements and operations will likely be required because of such legislation. Such 
changes will be almost impossible for Arab governments to accept since the United States, 
by the Ribicoff Amendment, is dictating how U. S. companies are to operate within the 
boundaries of foreign countries, in some cases at variance with the requirements of their 
local law.

This factor is and will continue to be a source of intense discord in our relations 
with these Arab countries which are nations now friendly to the United States. Whether 
efforts to make any required changes will be successful is a matter still open to doubt 
in certain key Arab states which play an increasing role in the supply of crude oil to 
this country and Western Europe. Such changes, in accord with the provisions of the 
Ribicoff Amendment, must be completed by the end of this year. Some U. S. companies 
may find their only alternative to be withdrawal from these countries.

Given this situation, we will compound the problem if we introduce yet another 
set of requirements with which U. S. companies must comply in order to continue opera 
tions within Arab countries. The legislation now before your committee appears to require 
changes in existing agreements in addition to those required by the Ribicoff Amendment. 
Such legislation poses at least two important questions: How is this further intrusion into 
the process by which friendly Arab nations determine their own values and goals to be 
explained to these nations? The Ribicoff Amendment having been enacted, why must 
another blow be dealt to these countries?
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The Honorable Adlai E. Stevenson - 2 - February 25, 1977
Chairman
Subcommittee on International Finance
Banking, Finance and Urban Affairs Committee

Continental Oil Company supports legislation which protects U. S. individuals 
and companies from discrimination by a boycott based on or relating to color, creed, 
sex, religion, or national origin. But the proposed legislation before you seems to go 
further than that, and as previously noted would in some respects go even further than 
Ribicoff. I would suggest that it raises issues which this committee must seriously con 
sider before recommending additional boycott legislation:

First, is it not time for the Congress to ensure that all legislation regarding 
boycotts be limited to those boycott practices which affect U. S. citizens, the black 
listing of U. S^ornpanies and individuals who deal with a boycotted country and the 
blacklisting of^By. companies and individuals who deal with such blacklisted firms 
or individuals'rBn this respect, both this proposed legislation and the Ribicoff Amend 
ment are defective, and perhaps the latter in an even greater respect. Both S.69 and 
S.92 speak of "Refraining from doing business with any person". Should it not read 
"any United States person?" Both S.69 and S.92 forbid agreements prohibiting business 
with non-U.S. companies of a boycotted country. Should not this read: "United States 
companies doing business in a boycotted country." We must ask ourselves, "What U. S. 
interests are we trying to protect?"

Second, given that the Ribicoff Amendment is now a part of our law, would it 
not be desirable to.attempt to conform the legislation now before you, at least procedural ly, 
to the Ribicoff Amendment. It is difficult to see how the Congress can reasonably expect 
U. S. companies to operate within Arab nations, abiding by two different sets of rules. 
By way of example, I cite the fact that the Ribicoff Amendment is not effective as to 
agreements existing as of its effective date until the end of this year; yet legislation 
before your committee would be effective within 90 days of passage.

Further, are guidelines and regulations under this legislation and the Ribicoff 
Amendment to be different? Has Congress satisfied itself that implementation at the 
administrative level will be the same for both the Ribicoff Amendment and this legisla 
tion, or are U. S. companies to be subject to two differing sets of rules and regulations?

The ultimate solution to the boycott problem is permanent peace in the Middle 
East. It is my view that conditions are now better than ever to permit negotiation of a 
peace settlement. However, the passage of further provocative anti-boycott legislation 
will impair peace prospects.

I would appreciate your making this letter a part of the record of your recent 
hearings on S.69 and S.92.

Sincerely yours.

ELS:el
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Statement By 

Professor Irwin Cotler.

Chairman

Commission on Economic Coercion and Discrimination 

February 21, 1977

My name is Irwin Cotler. I am presently a member 

of the Faculty of Law at McGill University, specializing 

in the areas of constitutional law and civil liber tSs, 

and serve on the Board of Directors of several national 

human rights groups. I am Chairman of the Commission on 

Economic Coercion and Discrimination, a citizens' 

commission of inquiry into the Arab boycott in Canada, 

and Director of the Centre for Law and Public Policy, an 

independent, non-profit public interest law group of 

volunteer lawyers and law students which has served as 

the investigative arm of the Commission.

The Commission itself is comprised of a group of 

distinguished Canadians as follows: Professor Leo Barry 

of Memorial University, formerly Minister of Mines and 

Energy in Newfoundland; Professor Yves Caron, law reform 

specialist at McGill University; Professor Harry Crowe, 

former Dean of Atkinson College at York University; 

Maitre Yves Fortier, President of the Quebec Section of 

the Canadian Bar Association; the Honourable Herb Gray, 

Liberal Member of Parliament for Windsor West; the Honourable 

Emmett Hall, former Justice of the Supreme Court of Canada;
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the Honourable Judy LaMarsh, former Secretary of State 

and now Chairperson of the Commission on Violence in the 

Media; and Mr. David Lewis, former Federal Leader of the 

New Democratic Party.

I appreciate the opportunity to make this statement 

to your Senate subcommittee, and to summarize for you the 

nature, extent, and impact of the Arab boycott in Canada. 

It appears to me that the Canadian experience - as set 

forth in the Commission's Report made available to your 

subcommittee - only serves to buttress and confirm much 

of the observations and testimony made in the House before 

this subcommittee in the 94th Congress and in the Report 

issued by the Committee itself. Indeed, our own work 

has benefited both conceptually and otherwise from the 

proceedings of Hearings conducted, and Reports published, 

by both House and Senate Committees and Subcommittees.

Last month our citizens' Commission released its 

Report of Findings and Recommendations on the Arab Boycott 

in Canada. The Report found "a pattern of compliance and 

complicity with the Arab boycott in both the public and 

private sectors." In particular, the investigation under 

taken by the Centre for Law and Public Policy revealed 

the presence of seven types of boycott related demands 

in all the forms of documentation giving effect to the 

Arab boycott in Canada, including incidences of religious
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discrimination. What I propose to do, for reasons of 

brevity, is to summarize the essence of the Report, 

though I am prepared to elaborate upon any matter 

referred to in this statement or our Commission's 

Report itself, in oral testimony before the subcommittee 

or otherwise.

It might be useful, however, in discussing the 

nature and effect of the Arab boycott in Canada to 

organize the presentation around a series of questions: 

First, how and why did it (the Boycott, Commission 

inquiry et al) begin? Second, what do we mean when we 

speak of the Arab boycott in Canada? Third, what have 

been some of the principal findings of the Commission? 

Fourth, and this does not appear in the Report itself, 

what are some of the implications of the Arab boycott in 

Canada? Fifth, what is the essence of Canadian government 

policy as set forth in the first government policy state 

ment ever made on this question (Statement of October 21, 

1976) and what validity is there to a common approach to 

anti-boycott legislation?
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T. THE ARAB BOYCOTT IN CANADA: HOW IT ALL BEGAN

For some thirty years the Arab boycott of Israel, 

while admittedly of nuisance value, was not deemed to be 

of material consequence or concern to Canada or the 

Canadian people. The blacklist of Canadian firms was as 

ineffectual as it was inconsistent; while Canadian trade 

with the Middle East was negligible, if not irrelevant, 

to Canadian economic policy. Indeed, there was some 

question as to whether there was any Canadian foreign 

policy regarding the Middle East at all, while the Middle 

East had yet to discover Canada.

Why, then, this emergent concern with the Arab 

boycott? Why did it suddenly become a subject of protracted 

Cabinet discussion and the object of the first public policy 

ever declared on the Arab boycott (October 21st, 1976)? 

Is it simply a question of the exigencies of domestic 

policies or are there implications for Canada, Canadian 

sovereignty and citizenship, civil liberties, and the 

economy? What inferences and lessons may be drawn from 

our inquiry of relevance to United States efforts? Why, 

and how, did the whole thing begin?

Two factors combined to give the Arab boycott its 

implied leverage in Canada, factors not unlike the American 

experience. The first involved the quintupling of oil 

prices generating a revolutionary transfer of power and 

wealth to the Arab countries and creating a petrodollar
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surplus available for both investment and trade. The 

second factor, somewhat less well known but no less 

significant, was the dramatic, though almost impercep 

tible, movement of Canada from being a net exporter of 

oil to becoming a net importer of oil intent on recycling 

the petrodollars and gaining acess to Middle East 

markets. The asymmetry between a capital-hungry and 

petro-dependent Canada and an oil rich and capital- 

surplus Middle East was now established. It was not 

long before the Arab boycott began to take effect. 

Canadians first became aware of the growing 

imposition of the Arab boycott in Canada when the 

Honourable Herb Gray, M.P., learned that a federal 

Crown Corporation, the Export Development Corporation, 

had been insuring export transactions containing boycott 

clauses. Shortly thereafter, the Prime Minister, on May 

8th, 1975, commenting on the application of the Arab 

boycott in Canada, remarked that "The boycott is alien 

to everything the government stands for and indeed to 

what Canadian ethics stand for," and it appeared that 

the government was about to undertake the necessary 

steps to combat it.
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However, although parliamentarians, civil liber 

tarians and the Centre for Law and Public Policy made 

further disclosures in the ensuing year and called upon 

the government to take appropriate action, no response 

was forthcoming.

A number of groups concerned about the application 

of the boycott and aware of the work that had been done 

on this question by the Centre for Law and Public Policy 

approached it to undertake an inquiry. Accordingly, 

after discussion to this effect - principally between 

Professor Harry Crowe of York University, the Honourable 

Herb Gray, M.P. and myself, it was decided that an 

independent commission of inquiry - a "citizens' commission" 

would be the best approach in this regard, with the Centre 

acting as the resource arm of the Commission.

Ironically enough, as this Commission was about 

to be formed, the Toronto Globe and Mail of August 6th 

headlined excerpts of a secret Memorandum to Cabinet on 

the Arab boycott. The Memorandum alleged, inter alia, 

that "the effect of the Arab boycott in Canada has been 

exaggerated" and that "there does not appear to be any 

incidence of religious discrimination in the boycott."

Shortly therefter the media revealed samples of 

the boycott - some of which had been unearthed by the 

Centre - suggesting that its existence may be more wide 

spread than the Memorandum had indicated. The most
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serious example referred to the practice of the Canadian 

High Commission in London authenticating certificates of 

religious origin of Canadian non-Jews permitting them to 

travel and work in Saudi Arabia, thus making Canada a 

party to a discriminatory practice and creating invidious 

distinctions between Canadian citizens of different 

religious origin. Happily, after disclosure by the 

Centre of this practice and its uniform condemnation by 

the Canadian public, the practice itself was discontinued.

In the next few weeks the composition of the 

Commission was finalized. On September 29th a formal 

announcement was made. The terms of reference were 

described as follows:

1. To inquire into the nature, scope and effect 
of the Arab boycott in Canada with a view to 
determining the manner in which this boycott 
restricts free commerce between Canada and a 
friendly country or between Canadian citizens 
within Canada, and to assess the extent to 
which the boycott creates a discriminatory 
impact on Canadian citizens.

The Commissioners were mindful, as stated 
above, of the excerpts of the Memorandum to 
Cabinet published in the Globe and Mail and 
of the assumptions therein that the Arab 
boycott is of little or no consequence to 
Canada. The inquiry was designed to test 
the validity of these assumptions.

2. To inquire into Canadian law and policy to 
determine the remedial steps of both a 
legislative and administrative character 
that may be required to combat foreign 
imposed economic coercion and discrimination
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against Canada. Accordingly, the Commission 
duly noted and indeed was encouraged by the 
first government declaration of public policy 
against the boycott announced by External 
Affairs Minister Donald Jamieson on October 
21st, 1976. (A discussion of this policy is 
set forth below in part V of this statement.)

3. To recommend measures that are consistent with 
the independence and integrity of Canadian 
public policy, that accord with the Canadian 
national interest and basic values and ideals 
of this country, and that are protective of the 
basic civil liberties of Canadian citizens.

The Commission was not opposed to, and indeed 
wished to encourage, increased Canada-Middle 
East trade; and our position was indistinguish 
able from the position we would take (and that 
some of our Commissioners had elsewhere taken) 
against any foreign boycott that threatened 

. to usurp Canadian sovereignty and undermine 
the integrity and independence of our public 
policy.

The Commission associated in its work with the Centre 

for Law and Public Policy which was assisted by volunteer 

groups of lawyers, academics, students and business leaders. 

These volunteer groups engaged in fact-finding, legal 

research, and policy analysis and the results were forwarded 

by the Centre to the Commission and appeared as Findings 

in the Commission's Report, released publicly on January 

13th, 1977. So much for "how it all began".

II. WHAT DO WE MEAN WHEN WE SPEAK OF THE "ARAB BOYCOTT"

Many of the misunderstandings and misinformation 

regarding the Arab boycott result from the confusion about
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the different manifestations of the Arab boycott; indeed, 

in some instances the confusion is traceable to the fact 

that one may not realize that there are different kinds 

of boycott. Accordingly, any analysis of the Arab boycott 

must begin by distinguishing between the different kinds 

of boycott as follows:

1. There is the direct Arab boycott of Israel, 
otherwise known as the primary boycott. 
Here the Arab League states refuse to deal 
with Israel or any Israeli company or national. 
This, it is submitted, should not be the subject 
of our concern. If the Arabs want to boycott 
Israel as part of their economic warfare against 
Israel, that is their business. It may be 
regarded by some as of dubious validity in 
international law but it is not an uncommon 
practice in the international arena. The 
United States boycotts Cuba and North Vietnam. 
India boycotts Pakistan, etc. The Arabs have 
no less a right than anyone else to engage in 
direct boycotts of this kind.

Our concern is with the strictly Canadian dimension of 

the boycott. There are in this regard, four other kinds 

of boycott that are of consequence to us as Canadians, 

and which have, I understand, their counterparts in the 

United States.

2. Canadian firms, as a condition of doing 
business with an Arab League government, 
company, or national must agree to refrain 
from doing business with Israel or any 
Israeli company or national, otherwise 
known as the secondary boycott. This, in 
effect, compels a Canadian boycott of a 
country with whom Canada has friendly 
relations and against whom Canada has not 
itself authorized a boycott.
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3. Canadian firms, as a condition of doing 
business with any Arab League government, 
company, or national must agree to refrain 
from doing business with any other Canadian 
firms that do business with Israel, otherwise 
known as the tertiary boycott. This compels 
a restrictive trade practice with Canada and 
between Canadian firms.

4. Canadian firms, as a condition of doing business 
with an Arab League government, company or 
national must supply information as to the 
religious affiliation of the ownership and 
management of the firm, or not do business 
with another Canadian firm that may have 
been blacklisted for these reasons. It 
should be noted that such discriminatory 
conditions may also be attached to direct 
investment and loan financing in Canada by 
Arab League states.

5. Canadian firms, as a condition of doing
business, must agree to ship their products 
only on carriers which are not on the Arab 
boycott list, while banks agree to honour 
letters of credit requiring evidence that 
boycott restrictions hafre been met.

In effect, the Arab boycott in Canada is a misnomer. 

What we are witnessing, as the Findings below substantiate 

in detail - is the attempt to compel Canadians to become 

a party to a foreign boycott against a friendly country, 

and become a party to a boycott against their fellow 

Canadians. Canadians, in each of the types of boycott 

clauses above, are being asked to administer, implement 

and enforce a foreign boycott in Canada; and the "Canadian 

connection" is widespread.
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III. THE COMMISSION REPORT; SUMMARY OF FINDINGS

General Finding

Our inquiry suggests a pattern of compliance and 

complicity with the Arab boycott in both the public and 

private sectors. More particularly the investigation 

undertaken by the Centre for Law and Public Policy revealed 

the presence of boycott-related demands in all forms of 

documentation giving effect to the Arab boycott in Canada, 

e.g. sales transactions, tender offers, and questionnaires. 

Such documentation has also been found to include every 

type of boycott clause as follows:

- negative certificate of origin

- shipping clause

- non-trade with Israel clause

- "omnibus" clause

- blacklist clause

- insurance clause

- religious-ethnic clause

- "political conviction" clause

Finding II

The major chartered banks in this country regularly 

process letters of credit containing boycott clauses as 

a matter of "ordinary commercial practice". More particu 

larly, the investigation revealed that as a condition of
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making payment, the Bank of Montreal, the Royal Bank of 

Canada, the Toronto-Dominion Dank, the Bank of Nova Scotia 

and the Canadian Imperial Bank of Commerce - the largest 

chartered banks in the country - require proof of 

compliance by Canadian exporters with the boycott clauses 

specified in the letter of credit. These boycott clauses 

include not only "secondary" but also "tertiary" boycott 

provisions as well as a clause tantamount to involving 

religious discrimination. (See Section II of the Report 

for further elaboration.)

Finding III

A number of incidences of boycott demands have 

involved religious discrimination. In fact, our investi 

gation has found the presence of such discriminatory 

clauses in all the categories of boycott-related documen 

tation, e.g. sales documents, trade opportunities and 

tender offers and questionnaires. Such religious 

discrimination has included:

(a) requests to provincial governments to drop 
Jewish underwriters in loan financing of 
provincial agencies and projects;

(b) request to a Canadian Crown corporation to 
supply information as to the religious 
affiliation of its Board of Directors;

(c) request to a Canadian firm to declare that 
the firm is "not controlled by Jews";

the whole as appears more fully in Section III of the 

Report itself and in the Appendices.
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Since the issuance of our Report several other 

instances of this character have come to our attention.

(a) A branch of a Canadian service organization, 
the Canadian Institute for the Blind, was 
asked to furnish information that there were 
no Jews on its Board of Directors before a 
Kuwaiti agency would avail itself of the 
services of the Canadian organization.

(b) A Canadian company specializing in urban
planning and negotiating a contract for man 
power training with Kuwait had the offer 
rescinded when it was discovered that one of 
the Canadian principals was Jewish. An 
affidavit to this effect will be forthcoming 
shortly.

Finding IV

• A majority of Canadian export transactions to the Arab 

League countries appear to involve boycott compliance, and 

much of the dollar value of all export transactions involves 

boycott-releated provisions. This appears to confirm the 

findings of the Moss Subcommittee Report which disclosed 

that 94% of United States exporters to the Middle East are 

complying with the boycott and has recommended legislation 

prohibiting compliance. (See Section IV of the Report 

for further elaboration.)

Finding V

Our investigation - through informants, letters and 

interviews - has been able to document the receipt of 

requests for compliance and actual compliance by major 

Canadian corporations. The documentation substantiating
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the requests and compliance can be found in Section V of 

the Commission's Report, while copies of the boycott 

clauses are annexed as appendices to the Report. (See 

pages 37-50) The character of this corporate compliance 

should be noted: for it involves compliance in the major 

sectors of the Canadian economy - aviation, communications, 

automotive, construction, steel, heavy equipment and the 

like.

Finding VI

Tender offers received by the major consulting 

engineering and architectural firms in Canada generally 

require boycott compliance for the submission of bids. 

This is becoming a prime target for boycott request and 

compliance.

Finding VII

Canadian export transactions to the Middle East 

generally contain requests for boycott compliance by 

shipping companies, and letters of credit processed by 

Canadian banks invariably contain this requirement.

Finding VIII

Boards of Trade in major Canadian cities have 

certified documents containing boycott clauses.

85-654 O - 77 - 34
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Finding IX

A Federal Crown agency, the Export Development 

Corporation, has acquiesced in, and facilitated, the 

application of the Arab boycott in Canada. (See Section 

VIII for further elaboration)

Finding X

The Canadian government has circulated information 

regarding trade opportunities in the Middle East containing 

boycott related provisions.

Finding XI

Canadian facilities have been used to provide 

information and offer advice regarding compliance with 

the Arab boycott.

Finding XII

Implementation of the Canada-Saudi Arabia Memorandum 

of Understanding may result in, however inadvertently, 

acquiescence by the Canadian government in boycott- 

related transactions, including practices of a discriminatory 

nature, against Canadian citizens.
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Finding XIII

Non-Arab League countries - particularly "Third 

World" states - are becoming increasingly involved in the 

application of the Arab boycott. Boycott-related 

provisions may not only be found in Canadian export 

transactions to the Middle East but may be conveyed in 

sales transactions to European and Third World countries 

as well. (See Section V, page 48)

Finding XIV

The Blacklist of Canadian firms appears to be 

predicated as much upon religious discrimination as upon 

any other ground. (See Section XII)

Finding XV

The Arab boycott is beginning to have a "chilling" 

effect on Canadian firms that do business - or are 

contemplating doing business - with Israel, or even doing 

business with other Canadian firms doing or contemplatinf 

doing business with Israel.

Finding XVI

There does not as yet exist in Canada any legislation 

or statury instruments requiring reports of requests received 

for compliance, and actual compliance with the boycott.
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Accordingly, any inquiry into the Arab boycott in Canada 

is likely to be "stonewalled". Secrecy in both the public 

and private sector appears to be both policy and practice. 

(See Section XIV)

IV. WHAT ARE THE IMPLICATIONS FOR CANADA AND THE 

CANADIAN PEOPLE?

The Arab boycott raises important questions of a 

political, moral, economic and juridical character, with 

implications for Canadian sovereignty, trade practices, 

foreign policy, civil liberties and the like. For reasons 

of brevity, these implications will be outlined. It 

should be noted that the concerns raised by the Arab boycott 

would appear to have implications for innocent third parties 

anywhere, be it Canada, the United States or Europe.

1. The Arab boycott, in its essence, represents 
the compulsory and extra-territorial appli 
cation of foreign law to Canada purporting 
to dictate not only the terms of trade between 
Canada and a friendly country, but between 
Canadian firms within Canada. It has the 
effect of usurping Canadian sovereignty, in 
its substitution of foreign law and practice 
for our own.

2. As a corollary, the boycott represents an
unwarranted intrusion in our domestic affairs, 
undermining the independence and integrity of 
our domestic and foreign policy. Indeed, it 
not only undermines our policy; it is inimical 
to it, and has properly been characterized by 
Canadian Government policy as "repugnant and 
unacceptable".
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3. The boycott amounts to a classic imposition 
of a restrictive trade practice, both with 
respect to Canada's international trade as 
well as regarding domestic commerce.

4. The boycott creates a discriminatory impact
upon Canadian citizens/ undermining the quality 
of Canadian citizenship, and creating an invi 
dious distinction between Canadian citizens of 
different religious origin. If Canadian firms, 
as a condition of trade, must disclose the 
religious origins of the ownership or manage 
ment of the firm; or foreign investment in 
Canada from Arab League States is made 
conditional upon the absence of "Zionist 
sympathies"; or Arab loan financing of 
provincial governments' bond issues requires 
exclusion of Jewish underwriters; or Canadian 
taxpayers of Jewish origin can be excluded 
from economic benefits of Canadian-Saudi 
Arabian joint ventures; or the Canadian 
Government, through its agencies, provides - 
however inadvertently - insurance financing 
for transactions which may authorize the 
exclusion of Jewish personnel, then the 
factors of equality before the law and equal 
protection of the laws become empty slogans.

5. The boycott requires Canada to violate its own 
principle of non-discrimination in international 
trade, and to undermine international agreements 
such as GATT - to which it is a signatory. 
Indeed, in accession to some of the agreements 
Canada has not only undertaken not to violate 
them, but has even recorded its opposition to 
the Arab boycott pursuant to these undertakings.

6. The boycott not only requires Canada to become 
a party to a foreign imposed boycott against 
a friendly nation, but it seeks to engage 
Canada as an agent or enforcer of Arab economic 
warfare against Israel. It demands of Canada to 
forego its policy of "balance and objectivity" 
in the Arab-Israeli dispute, and to put our 
resources at the disposal of one of the 
belligerents to the conflict. It is sometimes
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said that opposition to the boycott means we 
are pro-Israel or anti-Arab; but this misses 
the point, which is exactly the reverse. 
Compliance with the boycott is taking sides 
against Israel, and in opposition to our 
stated foreign policy. Non-compliance is 
the refusal to take sides - and to maintain, 
in this sense - an "even-handed" approach. 
The issue is not one of pro-Israel or pro- 
Arab but pro-fairness, and what is in the 
interests of Canada and the Canadian people.

7. The Arab boycott has a corrupting effect on
business ethics and practices; for the boycott 
is a classic case of "economic coercion" and 
in effect amounts to a form of corporate 
bribery. "Coercion" in this context amounts 
to a promise of more profit, or that of less 
profit, depending on whether or not the firm 
complies with a foreign imposed boycott 
requirement. Indeed, a recent study by 
Business International disclosed actual 
instances of economic coercion as corporate 
bribery per se, in its classic form. The 
organization found that payments were being 
made by companies to have their names removed 
from the Arab blacklist. In a time of concern 
with corporate corruption and accountability, 
and where support is being sought for an 
international agreement to cope with business 
corruption, such acquiescence to "economic 
coercion" runs counter both to the Canadian 
national interest and to the interests of 
fairness in business practices.

8. Compliance with the Arab boycott will be harmful 
to the Canadian economy; for compliance, as a 
condition of trade, will contact the available 
market for Canadians, impede freedom of commerce, 
and invite monopolistic practices and prices. 
It will result in the anomalous, if not absurd 
situation, where Canadian companies complying 
with the boycott stand to enjoy a competitive 
advantage over companies refusing to comply - 
at the same time that government policy charac 
terizes the boycott as "repugnant and unacceptable"
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9. The Arab boycott invites - indeed impels 
Canadians to contravene government policy 
and to act in a manner inimical to the 
received values, traditions and ideals of 
this country. It will divide Canadians 
against each other, while creating two kinds 
of corporate citizens in Canada: those that 
flout government policy and are rewarded for 
it; and those that respect government policy 
and are penalized for it.

10. The Arab boycott will encourage a state of
belligerency between the parties, and impede 
the prospects for peace. It will, in fact, 
provide a regard for belligerency and an 
incentive for its continuance. Unfortunately, 
the implications may not be confined to the 
Arab boycott or even the Middle East conflict; 
rather they may undermine the credibility of 
Canadian commitments and impugn the integrity - 
and effectiveness - of our policy.

V. CANADIAN GOVERNMENT POLICY AND THE ARAB BOYCOTT; 
THE POLICY STATEMENT OF OCTOBER 21, 1976

On October 21, 1976 the Canadian Government announced 

its first policy ever with regard to the Arab boycott. 

According to the statement made by External Affairs Minister 

Jaraieson in the House of Commons, the government "will 

take measures to deny its support or facilities for 

various kinds of trade transactions .... the types of 

transactions against which the government will take action 

are those which would, in connection with the provisions 

of any boycott, require a Canadian firm to: engage in 

d iscrimination based on the race, national or ethnic origin 

or religion of any Canadian or other individual; refuse 

to. purchase from or sell to any other Canadian goods to
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any country; or refrain from purchases from any country."

The "measures" were two-fold: first, the government 

"will deny its support or facilities .... in the case 

of any transaction involving boycott undertaking of the 

type described above"; and second, "all Canadian firms, 

whether they accept boycott clauses or not, will be 

required to report all instances of their complying with 

boycott provisions. Information obtained from such 

reports will be made available to the public."

Our Commission was, as we put it, "heartened and 

encouraged" by this policy declaration, which we regarded 

as an important first step. It gave expression in a 

declaration of government policy to the government's 

judgement - which we shared - that the boycott was indeed 

repugnant and unacceptable; and that "denial of such 

support will be an effective deterrent to cooperation 

with discriminatory provisions of an international boycott."

The reality, however, as set forth in the Commission's 

Report is not encouraging. What emerges is a simple truth: 

That unless this policy is buttressed by legislation pro 

hibiting compliance and by statutory instruments and ad 

ministrative directives of a specific character, the govern 

ments own policy stands to be undermined. Indeed, even 

the implementation of this policy directive of October 21st
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itself - leaving aside the question of supporting 

legislation prohibiting compliance - appears stalemated.

There remains a still harsher truth; Canadian companies 

complying with the boycott will enjoy a competitive advan 

tage over companies which refuse to comply. We are in 

danger, then, of creating two kinds of corporate citizens 

in Canada - those that flout government policy and are 

rewarded for it and those that respect government policy 

and are penalized for it. The validity of anti-boycott 

legislation would be that it would place all companies 

in an equally competitive position and provide them with 

the means to resist boycott compliance. Canadian firms 

would be able to say that refusing to comply is not a 

matter of personal choice but an obligation imposed on 

them by Canadian law. In fact, a number of corporate 

officials - including representatives of firms herein 

indentified as complying with the boycott - have advised 

us that they would welcome anti-boycott legislation.

Indeed, what is so necessary now is not only 

legislation within Canada that would put all Canadian 

firms on an equally competitive basis, and enjoying 

equal protection of the laws; but a common front 

between countries that would put all countries - and 

firms within them - on the same competitive basis, and 

enjoying a similar protective shield.
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In other words, it is important that Canadian firms who 

refuse to comply with the boycott not only be protected 

from competitive disadvantage as against other Canadian 

firms, but from being disadvantaged as against firms in 

other countries.

Foreign governments, companies, and nationals must 

be put on notice that they can only deal with third parties 

on an open, honest and mutually respectful basis. We would 

be turning our backs on our own received values and 

ideals - and would in effect be somewhat dishonest in our 

dealing with the Arabs if not disrespectful to them - if 

we permitted them to dictate to us the terms of our inter 

national or domestic commerce; and foreign governments. 

Arabs or otherwise, are being contemptuous of us if they 

require that we abandon our principles and policies in 

order to do business with them.

There are, admittedly, powerful voices both within 

and without the government, perhaps in your country as 

well as mine, that say: "Yes, we are committed to free 

trade and freedom from religious discrimination but we 

don't want to lose any petrodollar business." Such a 

statement, as the testimony in hearings before the Moss 

Subcommittee pointed out, is unacceptable. First, the 

notion that non-compliance will result in loss of trade 

is itself wholly speculative and at variance with the
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facts. Second, such statements invite us to abandon 

our principles, forsake our policies and indulge in 

unacceptable discriminatory practices against our own 

citizens. No one disputes the. desirability of petrodollar 

trade; but if the price of that trade is violation of 

principle and policy that price is one that no nation 

should pay.

Mr. Chairman, I have very much appreciated the 

opportunity to make this statement to your Subcommittee 

on a matter of common concern and interest. I trust 

that our experience in Canada may be of some use to you 

in your work, as yours has been to us. If nothing else, 

the Canadian experience has demonstrated that the Arab 

boycott is no'longer - if it ever was - simply an issue 

of the Arab-Israeli conflict. It is, in its essence, an 

attempt to compel innocent third parties - in Canada, 

the United States or elsewhere - to become a party to a 

foreign imposed boycott against a friendly country, and 

to become a party to a foreign imposed boycott against 

their own fellow citiznes, while creating an invidious 

distinction between citizens of different religious 

origin or political conviction. Acquiescence by innocent 

third parties to such "economic coercion" will have the 

effect of undermining sovereignty, restricting free trade, 

corrupting business practices, and abusing civil liberties.
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May I conclude my remarks by referring to the closing 

words of our Report. I suspect that while their context 

is Canadian, they may have relevance for policy-making 

in the United States as well.

"The issue at this point goes beyond the question

of the protection of Canadian sovereignty, the affirmation
v 

of free trade and the protection of the civil liberties

of our citizens - though this alone would be enough. 

The issue, in effect, goes beyond the question of the 

boycott. What is at stake now is the credibility of our 

commitments and the integrity of our policies. At some 

point we must say - the sovereignty of this country is 

not for sale. In defining our policy on the Arab boycott 

we are really making a statement about ourselves as 

.a people."
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GENERAL MOTORS OF CANADA LIMITED
OSHAWA, ONT.

February 14, 1977.

Professor Irwin Cotler,
Chairman,
Commission on Economic Coercion

and Discrimination, 
1310 Avenue Greene, 
Suite 700, 
Montreal, Quebec. 
H3Z 2B2

Dear Professor Cotler:

This has reference to your letter of January 12, 1977 
and the visit to your office in Montreal on February 8 
by our Messrs. Jenkins and Noun.

In your letter you asked us to comment on the application 
of the Arab boycott in Canada. I am happy to share with 
you General Motors of Canada's policies and experiences 
in Middle East Trade.

Worldwide Trade Policy

It is the policy of General Motors to do business, where 
commercially feasible, on a worldwide basis, provided 
that the transaction of such business is in compliance 
with applicable laws and our own standards of ethical 
business conduct. It is our belief that international 
trade and investment greatly facilitate a continuing 
dialogue among citizens and officials of all countries, 
and thus can contribute importantly to improved 
understanding among people of all nations, religions and 
political persuasions.

We share your strong disagreement with the principle 
underlying any boycott or similar restrictive trade 
practice which poses barriers to the free exchange of 
goods among nations.

Employment Policy

Especially basic to the conduct of General Motors business 
is its long-standing worldwide policy against discrimination 
of any kind in employment practices. We extend employment
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opportunities to qualified applicants and employees on 
an equal basis regardless of age, race, colour, sex, 
religion, political persuasion or national origin. The 
Arab boycott has not affected this policy in any way.

Business or Trade Agreements 
with Arab Countries or Israel

Consistent with the above policies, General Motors sells 
its products to distributors, dealers and other 
customers in Israel and in Arab countries. The nature 
of General Motors business is such that it is not usual 
for us to purchase goods or materials either from 
Israel or from Arab countries.

Arab Country Demands or Requests 
on General Motors of Canada_____

On one. occasion. General Motors of Canada was requested 
by the Egyptian Republic Railways to include in a proposed 
purchase contract certifications that GM of Canada:

Does not have a branch in Israel.

Does not have assembly plants in Israel.

Has not invested any capital in commercial 
or industrial enterprises in Israel.

Does not give patent trade marks or copy 
rights to any Israeli companies.

Does not have any shares in Israeli companies 
or factories nor do they offer any financial 
or technical assistance to Industrial 
Institutions in Israel.

Does not have dealings with foreign companies 
which are proved to dispose in Israeli products 
outside of Israel or assist in the disposal 
thereof.

Does not participate in work tending to consolidate 
Israel economy or to supply to Israel any materials 
of utility to its warlike activity.

And that its agents are also forbidden from 
putting together Israeli productions.

GM of Canada did not agree to include these certifications. 
However, the following paragraphs were included in the 
final contract:
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"The Seller declares that his company is not 
owned by Israeli subjects, he must not be 
residing in Israel nor having the Israeli 
Nationality. Furthermore, no Israeli subject 
can be allowed to enter the A.R.E."

"The Seller must also declare that no part of 
the equipment included in the contract is 
manufactured or assembled in Israel."

We were subsequently requested by the Egyptian Republic 
Railways to include similar certifications in another 
proposal. In response, our proposal included with 
respect to the boycott only wording in accordance with 
the above wording which had been included in the 
earlier contract.

On another occasion. General Motors of Canada was 
requested in connection with a proposal for the sale 
of locomotives to the Iraqi Republic Railways to specify 
the source and origin of the supply and submit a 
certificate confirming that the goods in full or in 
part are neither manufactured, supplied or transported 
by Israeli companies or those who have trading 
relationships with Israel. In its proposal, General 
Motors of Canada included instead the following state 
ments reflecting the actual situation that would exist 
if the order were received:

"Locomotives will be manufactured by Diesel 
Division, General Motors of Canada Limited 
and will be sourced in Canada and the United 
States of America. Spare parts and tools 
will be either manufactured or supplied 
through Diesel Division and will be sourced 
in Canada and the United States of America. 
They will be neither manufactured, supplied 
nor transported by Israeli companies."

I appreciate the opportunity to explain General Motors 
of Canada's position in this sensitive area. Should 
you or the Commission need additional information, 
please feel free to contact me.

Sincerely,

D.H. McPherson
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February 23, 1977

Senator Adlai E. Stevenson
Chairman
Subcommittee on International Finance
Senate Committee on Banking, Housing and Urban Affairs
United States Senate Office Building
Washington, D. C.

Dear Senator Stevenson:

The members of the San Francisco World Trade Association 
and the Greater San Francisco Chamber of Commerce respectfully 
request your consideration of the following statement of policy 
regarding the anti-boycott provisions of Senate Bills S.69 and 
S.92 as part of the International Finance Subcommittee's 
study of those bills. As indicated, this statement of policy 
has been adopted by the Boards of Directors of the Chamber of 
Commerce and the World Trade Association, which together re 
present more than 1500 business organizations in the Northern 
California area.

The San Francisco Chamber of Commerce, which has been in 
continuous operation for 127 years, is made up of business 
enterprises active in all fields of industrial and commercial 
endeavour and includes among its members many of the largest 
business organizations in California. The members of the 
World Trade Association are among the most active trading firms 
in California and are responsible for a very substantial por 
tion of West Coast-based international commerce. As a result, 
we believe that this statement of policy accurately reflects 
the views of the San Francisco Bar Area business community.

Anti-Boycott Legislation

A Statement of Policy
by 

The San Francisco World Trade Association
and

The San Francisco Chamber of Commerce 
As Adopted by Their Respective Boards of Directors

1^ _____ Background

The emergence of the Arab oil-producing states

465 CALIFORNIA STREET, SAN FRANCISCO, CALIFORNIA 94104, TELEPHONE 415-392-4511
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as major economic powers and large-scale trading partners with 
the United States has given a new dimension to the Arabs' long 
standing policy of applying economic pressure against Israel. 
At the same time, various Arab boycott regulations, which 
require discrimination against American citizens on the basis 
of religious beliefs, race, national origin or ethnic back 
ground, offend some of the most deeply held articles of faith 
of our national ideology. As a result, for the most laudable 
of reasons, (i.e., to reaffirm our opposition to racial, 
religious, and ethnic discrimination) legislators and government 
officials, at both the state and federal levels have responded 
vigorously to discourage, to penalize, and to prohibit compliance 
by American citizens and by American business with Arab boycott 
requests.

2_._____State Anti-Boycott Legislation

Although at the federal level a variety of laws and 
administrative regulations, including the Internal Revenue Code, 
the Sherman Antitrust Act, the 1964 Civil Rights Act, and the 
Export Administration Regulations, affect or apply to some forms 
of boycott-related conduct, our principal concern is with recent 
state anti-boycott legislation. At present, the legislatures of 
six states, California, Illinois, Maryland, Massachusetts, New 
York, and Ohio, have enacted some kind of anti-boycott law. 
Although it is clear that the anti-boycott law of each of these 
states is directed at American participation in the Arab boycott 
of Israel, each state's statute is unique, both with respect to 
its jurisdictional scope and its substantive standard of conduct. 
In many respects, California's anti—boycott legislation, the 
Herman Act, is the broadest of these state statutes, both with 
respect to its jurisdictional reach and with respect to its 
substantive prohibitions.

3_._____Statement of Policy

The World Trade Association and the Chamber of 
Commerce applaud the efforts of public officials to protect 
American citizens against discriminatory policies fostered 
or imposed by foreign powers, and to reaffirm the American 
commitment to free commercial intercourse throughout the 
world. We believe that discrimination against any American 
based on race, religion, ethnic background, or national origin 
cannot and must not be tolerated. Further, we believe that 
international trade is to be encouraged and that artificial 
barriers to that trade are to be opposed, and we are pleased 
to see that this attitude is shared by our legislators. We 
think, however, that serious questions must be raised as to 
the wisdom of responding to what is essentially a national 
problem at the state level.

85-654 O - It - 35
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Unlike California, most states have taken no legis 
lative action in response to the Arab boycott of Israel. As a 
result, some businesses may be able to avoid state anti-boycott 
laws simply by relocating their operations. Even if, in fact, 
relocation is not feasible for trading firms located in the 
six states that have anti-boycott laws, it is unlikely that 
the existence (and, indeed, vigorous enforcement) of state 
laws will have much effect on either Arab boycott policy or 
American compliance with boycott regulations. What does seem 
likely is that the Arabs will cease to do business with Calif- 
ornia firms, and will, instead, trade with firms located in 
states, like Pennsylvania, Michigan, and Texas, which have 
not enacted anti-boycott laws. The end result may only be an 
adverse effect on the California economy, and no effect on Arab 
boycott laws or policies. While we recognize that economic 
sacrifices may be necessary in order to achieve the goals of non- 
discrimination and unrestricted trade, we do not understand why such 
financial burdens are borne only by firms located in California 
and five other states, especially when such a policy is not likely 
to evoke any positive response from the Arabs. Our concern here is 
not, therefore, with the substantive details of the anti-boycott 
statute of California or of any other state. Rather we are con 
cerned about efficacy of attempting to regulate boycott—related 
conduct at the state level, and with the dangers posed by subject 
ing multi-state businesses to inconsistent and perhaps conflicting 
standards of conduct.

4_._____Recommendation

The San Francisco Chamber of Commerce and its Inter 
national Division, the San Francisco World Trade Association, 
therefore, believe that it is imperative that Congress take prompt 
action to supersede current state statutes with federal law 
that establishes a uniform national anti-boycott policy. This is 
not the place to attempt to outline in detail a series of sub 
stantive standards that should be incorporated into a federal 
anti-boycott law. The Chamber and the World Trade Association, 
believe, however, that any federal law that is designed to regu 
late American compliance with the Arab boycott should:

(1) clearly prohibit restrictive trade practices 
that involve discrimination against American 
individuals and firms on the basis of race, 
religion, national origin or ethnic back 
ground; and

(2) clearly state that it is the intention of 
Congress to preempt the entire field of regu 
lation of boycott-related conduct.
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It is impossible to over-emphasize the need for 
such a preemptive law. We believe that every reasonable effort 
should be made to prevent religious and racial discrimination 
and to bring down the barriers to international trade, but we 
also believe that the legislative effort to bring about these 
desirable goals should be made in a way that is reasonable cal 
culated to achieve positive results. Without a uniform national 
standard, there is likely to be little change in the Arab boy 
cott or in American compliance with that boycott. The only sig 
nificant impact of a non-uniform boycott policy will be to put 
businesses in California, New York, and the other anti-boycott 
states at a substantial competitive disadvantage. In contrast, 
if all American firms are subject to single national standard, 
firms in states that have no state anti-boycott legislation will 
no longer be able to profit from boycott compliance. More im 
portantly, a single uniform trade policy in the United States 
might bring about certain (albeit probably minor) changes in 
Arab boycott policy, in that Arab countries could no longer re 
quire their trading partners to engage in discriminatory prac-- 
tices without being denied direct access to American capital, 
goods and services.

Please include this statement in the official record of the 
proceedings.

Sincerely yours,

Donald Flynn 
Chairman
Trade Policy & Legislation 

Committee

DF:JFM:v
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HOLMES AND WARDEN
ATTORNEYS AT LAW 

44 MONTGOMERY ST. SUITE 1366 
- SAN FRANCISCO. CA.94104

ROGER C. HOLMES TELEPHONE 
DONALD WARDEN (415)981-0296

THE ANTI ARAB BOYCOTT LEGISLATION 

A LESSON IN DISHONESTY

Anti Arab boycott legislation is sweeping the United 
States. The effects.will prove to be a disaster to the 
American economy.

The process whereby anti Arab Boycott legislation is 
passed is invariably the same. First, the national and 
local press mount a strong propaganda campaign defining 
the Arab Boycott against Israel as anti Semitic, in vio 
lation of the non discriminatory provisions of the U.S. 
Constitution and anti Jewish. Thereafter, the proposed 
legislation is rammed through with little debate or dis 
cussion. After all, who wants to be publicly labelled 
as anti Semitic?

The truth behind the Arab boycott or the U.S. legisla 
tion is never given. In fact, any effort to give a ba 
lanced picture of the facts is greeted by the media with 
silent hostility or name calling. It is the opinion 
of this author that the unfair coverage of the Middle 
East that has come to characterize American journalism and politics 
will directly result in the loss of billions of dollars 
and jobs to the American economy; jeopardy of sources 
of oil to the American people; and finally, a substanti 
al revival of anti Semitism in the United States.

Here are the facts:

1. The Arab nations are in a state of war against 
Israel. Consequently, the Arab boycott against 
Israel is an economic tool available to them to 
defend themselves and their people from the terri 
torial conquests and ambitions of Israel. (For 
these aggressions the U.N. has condemned Israel 
many times.)

2. The boycott involves no religious or racial dis 
crimination. The boycott applies equally to Muslims, 
Christians and Jews or anyone else who would strength 
en Israel's ability to wage war on Arab countries 
and peoples. It is therefore an economic devices 
for assuring the security of the Arab states. The
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Arab boycott against Israel is based upon long re 
cognized precepts of international law.

A well coordinated campaign of distortion has been 
sponsored to confuse the public opinion about the 
basis of the Arab boycott against Israel,. To fur 
ther this endeavor, the campaigners coined mislead 
ing terms such as "Jewish firms or companies" and 
"Jewish capital," to create a conditioned reflex 
for labelling the boycott as racially or religiously 
discriminatory. Such a policy,if it were true, 
would be in clear violation of the United State Con 
stitution. And such a policy* if it were true,would 
be immediately and vigorously condemned by this au 
thor as a Black American.

The fact is that the Arab boycott list does not 
discriminate on the basis of race or religion. 
Muslim companies in Turkey, like Artif Basyazghan, 
Esref Onyedioglu, Halil Yazicioglu, Husnu Bilgin, 
Izzet Penoy, Kemal Muderrisoglu, Otosan Otomobil 
Sanayi A.S., Suha Ali Bolton, T. Guleryuz Muessesi; 
and Muslim Iranian companies like Assil Co. Ltd. 
Kamal , S. Margalit and Iran Kala Co.; are on the 
blacklist.

At the same time so-called "Jewish" companies
such as Hill Samuel (Britain), Profilo Sanayii Ve
Ticaret A.S. (Turkey), Camy Watch (Switzerland),
Enzo Watch S.A. (Switzerland), Twainco Ltd. (Britain),
Dona Export Co. (Britain) and Gee and Harnhan
(Britain) enjoy flourishing business in the Middle
East.

In addition, there are many American Jewish firms 
who do business in the Middle East but prefer not 
to publicize their activities because of social and 
economic reprisals they might suffer at the hands 
of the Zionist community in the United States.

More importantly, the Undersecretary of Commerce, 
James A. Baker, recently revealed a study that the 
Department made of 50,000 cases of Arab boycott situ 
ations involving American companies between 1965 
and 1975. He concluded that 26 cases of discrimi 
nation were uncovered; most of these cases, however, 
were traced to unofficial acts of minor bureacrats 
and did not speak for the boycott office policy. 
September of 1976, Congressman John Moss' subcom 
mittee on Operations and Investigations released 
Its report related to the same subject matter. This 
subcommittee listed its review of 4,000 cases. Of 
that number 15 involved possible discrimination.
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A final determination of these 3,5 could not be made 
without further investigation.

Finally, there is nowhere in the language of the 
rules and regulations of the Arab boycott against 
Israel where discrimination based upon race or 
religion is expressed.

3. The Arab states, like the United States, make no 
distinction between primary, secondary, and tier- 
tary boycotts. .Consequently, sovereign Arab nations 
are at a loss to understand how the United States 
executes direct or indirect economic sanctions 
against foreign nations and nationals when it deems 
such to be in its national interest; but condemns 
the Arabs as racists, immoral and devisive when 
they do the same thing. I have been frequently 
called upon by leading families in both the public 
and private sectors in Saudi Arabia to explain 
this paradox; and I must confess that the behavior of our government has all the trappings of incon 
sistent double standards and international unfair 
ness. At both the national and state level where 
anti Arab boycott laws have been passed or are pend 
ing, there is invariably a distinction made. The 
argument goes something like this:

a. Since the U.S. has engaged in primary boycotts 
against foreign nations; there will be no le 
gislative attempt to outlaw the primary aspects 
of the Arab boycott against Israel.

b. Secondary boycotts are different and are directed 
against persons and npt nations. Therefore, 
they are immoral and not in the interest of 
American citizens and business. Central to this 
argument is the belief that the United States 
has never nor would ever engage in secondary 
boycotts.

Again, the facts prove otherwise! The United States has historically used primary and secondary boycotts 
against unfriendly nations in time of war. For in 
stance, during the Second World Mar "neutral" 
Switzerland was but one of a blacklist of 5,000 that 
the U.S. maintained in respect to Germany. More 
recently, the United States instituted a secondary boycott against Cub'ju According to the Federal 
Maritime Administration, this agency currently 
blacklists 203 foreign vessels because they call on Cuban ports. These blacklisted ships cannot
carry U.S. financed cargo anywhere.(Emphasis added)

mTtiS
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Is this not puzzling in view of the fact that the 
U.S. is not even at war with Cuba?

It should be remembered that the Arabs do not make 
anyone trade with them; they only set forth the 
requirements for trade; namely, observing the Arab 
boycott against Israel.

4. Any national legislation passed on the Arab boycott 
against Israel should preempt states from acting in 
this area. Foreign commerce and affairs is constitu 
tionally preserved for the Federal government and is 
not a proper subject for state activity. This is es 
pecially true where the foreign commerce is intricately 
related to the U.S. foreign policy. The U.S. Secre 
tary of State cannot properly explain all the in- 
terferring acts of .individual states in the American 
foreign policy in respect to the Arab boycott against 
Israel. At present there are more than 8 states 
that have passed "Anti Arab Boycott Laws."

It is interesting that a Black law firm has made the only 
challenge to these unconstitutional laws in all America. 
(Warden v. Younger, Federal District IC76-2851 , San 
Francisco Superior Court 0718 153) Moreover, the law 
firm of Holmes and Warden and Concerned Black Americans 
In Support of Africa and the Middle East stand ready to 
challenge the constitutionality of the proposed bill 
standing before the Senate International Subcommittee. 
We feel the bill is arbitrary and unreasonable and as 
such is a violation of constitutional due process. In 
addition, we believe the law abrogates the sacred property 
rights of American businessmen to pursue business contracts 
(property rights) without arbitrary and unreasonable 
Interference. For some American firms the law repre 
sents a "taking" of property without just compensation.

Finally, it is regrettable that the list of speakers 
that are scheduled to appear before the Senate Interna 
tional Finance Subcommittee do not represent a balanced 
picture. For instance, our firm is actively engaged in 
the Middle East; and intimately acquainted with the views 
and feelings of the people and government of Saudi Arabia. 
Yet we were not invited to testify. In addition, respon 
sible groups like the National Association of Arab Ameri 
cans were ignored. I notice, however, that groups whose 
objectivity in this matter can certainly be questioned; 
like the Anti Defamation League and the American Jewish 
Congress were invited to speak and were kept abreast of 
a 1,1 developments.

.
Donald Warden
for
Holmes and Warden
and Concerned Black Americans 1n
Support of Africa and the Middle East
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£. L. Shannon, Jr., President

February 24, 1977

The Honorable Adlai E. Stevenson, III
Chairman
International Finance Subcommittee of the

Senate Committee on Banking, Housing and
Urban Affairs 

456 Russell Building 
Washington, B.C. 20510

Re: Proposed Bill to Extend the Export Adminsistration
Act of 1969____________;__________________

Dear Senator Stevenson:

I am President of Santa Fe International Corporation, a 
New York Stock Exchange listed company, with approximately 
$650,000,000 in assets, $240,000,000 in shareholder equity 
and $430,000,000 in annual revenues. We are engaged primarily 
in heavy construction, contract well drilling and oil and 
gas exploration internationally, and provide goods and 
services in the Middle East to Saudi Arabia, Kuwait, Qatar, 
United Arab Emirates, Bahrain, Egypt, Libya, Iraq and Iran. 
We have approximately 7,450 employees of which 6,350 are 
foreign and 1,100 are domestic. Our principal corporate 
office is in Orange, California, but we have other U.S. 
offices in Texas and Louisiana.

I had hoped to have the opportunity to testify personally 
on the above referenced legislation, but was advised that no 
openings were available; in lieu of such testimony, I wish 
to submit the following statement for your consideration and 
for inclusion in the hearing record. Copies are being 
mailed to all Committee members. We hope that our views 
will assist the Committee in considering the serious economic 
and foreign policy issues raised by the legislation.

We wish to make it clear that we are fully in accord 
with what we believe to be the American system of fair play 
and fully concur in the prohibition o£ discrimination against 
any person on the basis of race, religion, sex or national 
origin; however, the proposed legislative scheme is additive 
to other measures already proscribing such discrimination.
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is based on a mistaken premise (that Arab boycott laws 
require religious discrimination), and would impose new and 
severe regulations which would have far reaching economic 
effects adverse to this country's interest for reasons 
primarily related to issues of foreign policy, (economic 
relations with the State of Israel), not job or customer 
bias.

The Arab states have been involved in a state of 
hostility with Israel for over 30 years and it is natural 
that they would not want their economic resources to provide 
support for Israel. Their boycott laws are directed at the 
State of Israel, not persons of Jewish faith, and in substance 
prohibit the following:

a) The registration of Israeli business or the Israeli 
government to do business in the Arab States in 
which the boycott is enforced;

b) The registration of a company with a special
relationship to Israel (a branch in Israel) to do 
business in the Arab State;

c) The importation of Israeli goods and services;

d) The export of Arab goods to Israel; and

e) In some of the states, the importation of goods 
and services of companies which have a special 
relationship with Israel (a branch in Israel).

The Arab boycott laws do not require:

a) That companies doing business in an Arab State 
discriminate against persons of Jewish faith;

b) That companies doing business in an Arab state 
refuse to hire or assign to a project in an Arab 
state persons of Jewish faith;

c) That companies doing business in an Arab state
refuse to purchase goods from companies owned or 
managed by persons of Jewish faith or that companies 
with substantial stockholders or high management
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officials of Jewish faith be prohibited from doing 
business in Arab States;

d) That a company refuse to do business with a blacklisted 
company;

e) That companies refuse to do business with Israel, 
(although some smaller Arab States have requested 
that a company not establish a branch office in 
Israel during the term of a proposed contract).

Proponents of the anti-boycott legislation argue that the 
limited application of the specific boycott laws is illusory 
and de facto religious discrimination is required. Some 
instances of such discrimination, may have been required, 
but this company's experience has been to the contrary. In 
our twenty-five years of extensive involvement in the Arab 
countries, we have never been requested directly or implicitly 
to discriminate against persons of Jewish faith or companies 
in which persons of Jewish faith have substantial influence.

The oil producing Arab states are currently enjoying a 
great influx of wealth due to the high price of oil. Much 
of this comes from the United States and has a large negative 
impact on our balance of payments. A large portion of the 
Arab wealth is being spent on development projects to upgrade 
the infrastructure and amenities in their countries. It has 
been this Company's good fortune to participate in that 
market, in addition to our ongoing work of drilling oil and 
gas wells and building petroleum facilities in those countries. 
We are a relatively small firm, yet our gross revenues from 
the Arab countries alone in 1976 were approximately $143,387,000. 
We purchased and shipped U.S. goods worth $31,879,484.00 to 
our operations in the Arab countries. We employed 229 
Americans on projects in the Arab countries and our direct 
salary costs for expatriates there, most of which went to 
Americans, were $10,590,000. Obviously, a large part of our 
administrative efforts in the United States were attributable 
to supporting our Middle East operations; an estimated 238 
Americans in California and Texas. For 1977 we expect 
larger numbers in all those catagories, including gross 
revenues of $340,000,000 in Arab countries if we are not 
hampered or prohibited by legislation. The totals for all 
U.S. businesses engaged in commerce in the Middle East are 
staggering numbers and the economic consequences to the 
United States of losing such business would be severe.
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No one should labor under the misapprehension that U.S. 
technical know-how is essential to the Arabs. American 
industry can be replaced almost overnight in the Arab market 
by European, Japanese and Korean concerns which are already 
commercially active in the area, which have the technology 
and resources to perform adequately, and which enjoy govern 
mental policies encouraging and aiding their participation 
in overseas markets. A recent example is the loss by Westing- 
house Corporation of a contract for a proposed water desalini- 
zation project for one billion dollars to a Japanese company.

Further, the United States now imports somewhere between 
forty and fifty percent of its oil, a large portion of it 
from Arab nations. Should Arab oil be withheld from the 
United States because of the reaction to our legislation, 
the effect on the U.S. economy would be catastrophic. There 
is simply no alternative source of oil in sufficient quantity.

We recognize that the foregoing are all economic matters 
and not addressed to the moral issue. We believe that the 
only truly "moral" issue is possible discrimination by one 
American against another on the basis of race, religion, 
creed or national origin. Although the Arab boycott laws 
don't require such discrimination, we have no objection to 
such legislation, if it is necessary to reassure the American 
public that American business will not be permitted to 
engage in such discrimination, either on its own initiative 
or under foreign compulsion. That kind of legislation would 
have no impact on us or on similarly situated companies.

The portions of the proposed legislation which have the 
most severe impact on American companies (prohibitions of: 
refusal to do business in Israel, providing information on 
status of commercial relations with Israel, and negative 
certificates of origin) are, we believe, related to issues 
of foreign policy, not morality; those provisions seek to 
use American commerce to force the Arabs to discontinue 
the boycott of Israel. While some Americans feel that it is 
our moral duty to support Israel against the Arab states 
and feel that our investment in Israel requires U.S. efforts 
to break the boycott, a succession of U.S. Presidents have 
stated that our Middle East policy is an even-handed one
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which favors neither the Arabs nor Israel. The Arab countries, 
especially Saudi Arabia where the largest oil reserves lie, 
have been friends and allies with the U.S. before Israel 
existed. In addition, because of foreign competition for 
Arab commerce, we do not believe such an effort would be 
effective and we believe the economic interests of our own 
country have priority over our economic support of Israel.

We believe that the proposed legislation should be 
drafted to correct the current confusing scheme of anti- 
boycott laws and provide clear guidelines for business. As 
it presently stands, U.S. anti-boycott policy is articulated 
by numerous executives in hundreds of companies seeking to 
respond to a variety of state and federal mandates. Each 
executive has his own ideas about what contract clauses and 
what conduct is required and presents a confusing and sometimes 
inappropriate picture of American policy in this area to the 
Arab nations. At a time when both the Arabs and the Israelis 
appear publicly to be in a more conciliatory mood, and when 
current political factors make the opportunity for settlement 
more pregnant, a measure that may be viewed as repressive, 
which adds to the confusion, and which continues to vest 
communication of our policy in a multiplicity of persons in 
the American business community seems unwise.

We feel that the following factors are essential to any 
legislation in this area, if we are to retain our posture of 
even-handedness and our economic opportunities in the Middle 
East:

a) The legislation should supercede all other federal 
regulation of the area and should preempt all 
state laws impacting this area; tax laws are poor 
vehicles for regulation since they apply unevenly 
to similar conduct by different kinds of businesses; 
foreign policy is a national, not a local, concern;

b) The legislation should permit Americans to agree 
to comply with the local laws in connection with 
the performance of a contract in the foreign 
country, and should allow Americans residing in 
foreign countries to obey local laws while present 
in those countries;
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c) The legislation should permit Americans to supply 
documentary evidence of origin, carrier, route of 
shipment and supplier of goods as are necessary to 
satisfy local commercial concerns so long as such 
documents do not require any statements concerning 
race, religion, creed.or color;

d) The legislation should permit Americans to decide 
whether or not they will choose to do business in 
or with the State of Israel, and as a corollary, 
should allow provision of information concerning 
the status of business relationships with Israel;

e) The legislation should not force a company to
purchase goods for a particular contract which can 
not be imported into the country where the contract 
is to be performed;

f) The legislation should not impose criminal liability
without a requisite intent to engage in the prohibited 
activity; and

g) The legislation should recognize a nation's right 
to control the type and origin of goods which 
cross its borders on whatever grounds and its 
right to determine the manner in which goods are 
shipped so as to protect them from confiscation 
from an unfriendly nation; as a corollary, the 
legislation should recognize a country's right to 
regulate its exports and to determine the ultimate 
user of its exported goods.

We thank you for this opportunity to present our views. 
If we may be of assistance, or you require further or more 
definitive information, please feel free to contact us.

Very truly yours, 

SANTA FE INIEENATIONAL COBgORATION

President

ELS/gcs
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March 4, 1977

The Honorable Adlai Stevenson, III 
Chairman, Subcommittee on

International Relations 
Committee on Banking, Housing

and Urban Affairs 
United States Senate 
Washington, D. C. 20510

D^ar Senator Stevenson:

The American Horse Council (AHC) appreciates the 
opportunity to comment on one section of S. 92, which amends 
the Export Administration Act of 1969. We ask that this 
comment be made a part of the hearing record on this bill. 
The AHC is a national organization, which includes over 100 
equine associations representing over 2,500,000 individuals. 
The AHC's purpose is to protect and promote the American 
horse and horsemen. For this reason we support Section 109 
of the bill, which prohibits the exportation of horses by

As you know, a similar bill was passed by the 
Senate during last Congress and referred to the House Inter 
national Relations Committee. Unfortunately the House did 
not act on the bill. The AHC supported this legislation 
during the last Congress and continues to support it.

Anyone familiar with the horse industry is aware 
of the unfortunate treatment of horses shipped abroad by 
sea for slaughter. Many such horses arrive dead, sick or 
injured. While the USDA routinely inspects the horses and 
conditions on board ship at loading, the problem generally 
arises once the horses are out of the harbor. There is no
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effective way of monitoring, the unfortunate existence of the 
animals after the ship leaves the dock. In fact, many persons 
experienced in the handling and transport of horses contend 
that there is simply no humane way to ship large consignments 
of horses over long distances by sea.

In late 1975 the Department of Agriculture proposed 
a study of this problem. Soon thereafter, the Department's 

—tKrfcior.=»i— Horse industry Advisory Committee recommended "that 
horses not be exported by water for slaughter in other countries. 
The AHC does not believe a study is necessary. An outright 
prohibition on exporting large numbers of horses for slaughter 
by sea is the only practical means of preventing this continu 
ing problem.. Nonetheless, the AHC believes that it is 
possible to ship small consignments of horses humanely. The 
proposed legislation authorizes the Secretary of Agriculture 
to study and permit the exportation of small consignments, 
provided the horses are not intended for slaughter and the 
shipments.satisfy regulations he will propose in this regard. 
The AHC considers this a reasonable and practical way of 
dealing with this situation.

Very truly yours,

SMATHERS, SYMINGTON & HERLONG

George A. Smathers

GAS/ct

cc: The Honorable William Proxmire
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MORGAN EQUIPMENT-CO.
SAN FRANCISCO

HAROLD MORGAN

March 11, 1977

Dear Mr. Marcus:

After examining the prepared statements and testimony aired 
before your Committee, during the first two weeks of March, 
I feel the necessity of clarification of a few areas not 
specifically addressed. The two areas of specific testimony 
which I felt needed clarification were with respect to the 
"Grandfathering Clause" and "Extrateritoriality". I believe 
my prepared statement presents my position in these areas.

I respectfully request of the Committee that the attached 
prepared statement be introduced into the record. In addition, 
I would like to submit for the record, an example of the 
United States Department of Commerce, Maritime Administration 
Report No. 128, wherein, the U.S. is engaged in a secondary 
boycott of 203 foreign flag ships.

I would like to thank yourself, and the Committee for the 
opportunity to present my views on this most important legislation.

Sincerely..

Stanley Marcus, Counsel 
Senate Banking, Housing, 
Urban Affairs Committee 
Room 456 - Russell Building 
WASHINGTON, D.C.
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PREPAID STATEMENT OF HAROLD MORGW, PRS3ID3M? OF 
MORGAN EQUIPMENT CO., SAN FRANCISCO, TO BE PRESS>!T30 
TO THE COMMITTEE Oil INTERNATIONAL RELATIONS, U5IITSO 
STATES HOUSE OF REPRESENTATIVES, OM MARCH 3, 1977

Mr. Chairman, Members of the Committee: 

My name is Harold Morgan; I am the President and 

principal shareholder of Morgan Equipment Co., a distributor 

of U.S.-manufactured construction and mining equipment based 

in San Francisco.' More than 80% of what my Company sells is 

exported to foreign countries. For the last two years an 

increasingly large portion of our sales has been to customers 

'within the Middle East, especially the many U.S. construction 

contracting firms that are active in Saudi Arabia. Morgan 

Equipment is also a participant in a joint venture established 

in Saudi Arabia to distribute and service U.S. manufactured 

construction equipment. Thus my financial stake in this 

legislation is clear and undenied.

I do not wish to dwell on the often-made point that 

the U.S. construction industry has a large stake in Middle 

East projects but I request that the report of a survey on this 

subject prepared for my Company by Stanford Research Institute 

be introduced into the record and considered by the Committee 

when evaluating the proposed legislation. I do not want to 

suggest that 'simply because there is a large dollar amount of 

construction and equipment business at stake that American firms

85-654 O - 77 - :
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should be permitted to discriminate against other Ani2ric£P. 

firms or against firms which do business in a country friendly 

to'the United States. However, I do not believe that the pursuit 

of business in the Arab nations is either sinister or immoral.

Although I support additional legislation, I have 

sincere and substantial reservations about several provisions 

in the pending bill. I am concerned about the appearance of 

power among Israeli supporters to provide an ever increasing 

pressure on the Arab countries to relax their boycott of Israel 

without providing any corresponding pressure on the Israelis 

to offer any similar concession for the furtherance of peace 

in the Middle East. I know of nothing which has occurred 

since passage of the Tax Reform Act's foreign boycott provi 

sions which would justify the U.S. toughening its policy with 

respect to foreign boycotts. To the contrary ray Companv has 

seen a noticeable relaxation by Saudi Arabia, among others, 

of certain aspects of the boycott such as elimination of the 

required negative certification of origin. Additional legis 

lation at this time might be interpreted by the Arab countries 

as an attempt to break their boycott of Israel at the very time 

that they are moderating their practices to meet the objections 

of countries such as the United States. In my opinion this 

can cause the additional legislation to be counter-productive.
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For some years now the publicly stated foreign 

policy of the United States with respect to the countries 

within the Middle East has been one of evenhandness. I 

would like to think that such policy continues to prevail. 

While I well recognize the firm bond between our country 

and Israel, a friendship I support and respect, I also 

recognize that we have had long and traditional friendships 

in the Arab world.

Saudi Arabia has been a close allv of this

country. It has been a stabilizing force in the Middle East 

and has contributed substantially to the Middle East peace 

effort. In their efforts to limit oil price increases 

Saudi Arabia has been not only a good friend of our country, 

but of all the oil importing countries in the world.

My company currently operates in Australia, Papua 

New Guinea, and Singapore; and those operations account for 

the majority of my business.

Most of my Company's business in the Middle East 

has been in Saudi Arabia. At no time in my business dealings 

with Saudi Arabia have I been asked to discriminate against 

any U.S. citizen because of race, religion or national origin; 

nor have I been prohibited from exporting any of the lines 

of U.S. machinery I represent.
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I believe that our country should have an aggressive 

policy in promoting U.S. trade. Unfortunately, we seem to do 

just the opposite with the result that we are becoming more 

noncompetitive with other industrial countries. We no longer 

have a "lock" on technology. Where ten or fifteen years ago 

we had markets to ourselves, we now find competition from all 

sides. I believe that you are all aware that last month's 

trade deficit was the largest in the history of the United 

States - almost 1.7 billion dollars. This country is 

desperately in need of a policy that will stimulate, not 

retard, the exports of U.S. goods and services.

As an exporter, I work very directly with the con 

struction industry. In 1975, the 400 largest U.S. contractors 

obtained a total of $21.8 billion in new foreign contracts of 

which $7.5 billion represented contracts with the Middle East 

nations. This has a very direct effect on our own U.S. economy. 

Not only are jobs created here and our balance of payments 

aided, but we also penetrate new markets with our products 

and technology. These projects strengthen the economic and 

political ties which I believe lead to greater international 

stability. In my opinion major U.S. contracting concerns 

serve as very effective and sincere ambassadors of America's 

principles.
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I believe that the United States -aill be making a 

great error if it adopts legislation which attempts to force 

the Arab countries to relax their economic boycott against 

Israel in order- to maintain the friendship of the United States 

or to engage in business with American fir.T.s. The legislation 

should do no more than prevent Americans from baing forced to 

boycott Israel or to discriminate against other Americans. I 

have talked with a variety of Saudi Arabian businessmen and 

I am convinced that the Saudi's believe that their boycott of 

Israel is a legitimate weapon in their existing state of war 

with Israel and is not intended to be anti-Jewish. Since the 

United States has itself used economic boycotts as instruments 

of foreign policy, including the secondary boycott, it would 

be hypocritical to pressure a country friendly to the United 

States, such as Saudi Arabia, to cease enforcing its boycott 

within its own borders.

Both the proponents of, and the opponents of, tha 

pending legislation seem to agree on the basic principles 

which Americans must live up to at home and abroad. I am hera 

today to ask that these principles be expressed with precision 

and clarity in a manner which will not inhibit American busi 

nessmen, because of uncertainty and careless drafting, from 

doing business with the countries of the Middle East. These 

are important principles which are worth clear statement so
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that all Americans can be guided by them and so that all 

nations will understand this country's unambiguous opposition 

to any boycott which discriminates; upon the basis of personal 

characteristics such as race or religion.

RECOMMEMOaTIOMS

In your deliberations on the pending legislation I 

request that this Committee consider several areas where the 

pending bills must be, or can be, substantially improved with 

out any loss of the national objective which this Committee 

is attempting to promote.

FEDERAL PREEMPTION

First, U.S. policy on foreign boycotts involves for 

eign relations and foreign and interstate commerce. The federal 

government is, according to the constitution, exclusively 

responsible for such matters. Furthermore, this problem 

requires a uniform and consistently applied national policy.

The present set of federal and state laws covering 

foreign boycotts is checkered, complex, confusing and conflicting. 

The raany state laws encourage American firms and others to play 

one state against another by diversion of business from those 

states which have strong boycott laws. There is-absolutely no 

justification for an American to be able to do one thing in
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Minnesota with respect to a foreign boycott and be restricted 

frora doing the same thing in New York. Nor any reason why 

a California corporation should be fined $1,000,000, pay tre 

ble damages, and lose its corporate powers, while a Mew York 

corporation is only found guilty of a misdemeanor and' a Texas 

corporation is not nov; punished — all for the same boycott 

related act.

Already there is a difference in opinion on the 

appropriateness of the pending legislation between the port 

authorities in states which have local laws regulating foreign 

boycotts and those which do not. State officials are now doing 

exactly what the proponents of the bill believe is most offen 

sive — setting American against American for personal or local 

profit.

Morgan Equipment, being headquartered in San Francisco, 

is subject to the recently effective California anti-boycott 

law — The Herman Act. That law is so vague and confusing that 

the State's Attorney General issued an opinion in an attempt 

to spell out its meaning and to avoid unconstitutional appli 

cations which conflict with federal law. In doing so, he had 

to virtually ignore the words of the statute, and we cannot 

be sure that the first judge to be presented with the statute 

will not reach different conclusions about its meaning. Other 

state laws are equally incomprehensible and a Company, such
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as ours, which conducts business in several states may bs sub 

ject to more than one state law in the same transaction. The 

resulting confusion and uncsrtanity discourages lawful business.

I strongly urge that the bill be amended to preempt 

the present tangl-e of state policies which are certain to damage 

the U.S. without any corresponding benefit, moral or otherwise. 

These conflicting state policies make the American position 

appear to be unclear, unequal, and vascillating. The United 

States must have a strong, uniform, and consistent national 

policy.

Furthermore, I urge the Congress to repeal the

provisions of Section 999 of the Internal Revenue Code dealing 

with foreign boycotts. There will be little, if any justi 

fication, for Section 999 after appropriate legislation on the 

subject is adopted in the extension of the Export Administration 

Act. Retaining the tax provisions will merely provide a cumu 

lative penalty for the same agreements or acts. And, the 

duplicative reporting requirements for American business 

which the tax statute and this legislation will foster are 

an unnecessary burden on American businesses already drowning 

under required Federal, State and local paperwork.

EXTRATERRITORAL APPLICATION

Second, the Congress should limit the applicability 

of the U.S. policy to domestic concerns, U.S. residents and
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foreign base companies which are established by U.S. persons 

with the intent of avoiding the application, o L the U.S. policy. 

Of particular concern to me is the possibility that the sub 

sidiaries of U.S. companies established in Arab countries 

will be forced to report to the Commerce Daoartment on their 

activities within their own country and to otherwise comply 

with U.S. law which is at odds with the law of their own country. 

Certainly we should not expect a Kuwaiti subsidiary to comply 

with U.S. law if that violates Kuwaiti law. If the bill passes 

in its present form I suggest that no American will be able 

to control a company within any of the Arab countries without 

risk that the American will be violating either U.S. law or 

the law of the host nation. Nor do I believe that the excep 

tions for primary boycott import limitations and shipping 

document requirements provided in H.R.156.1 sufficiently meet 

this problem. In legislating to prohibit foreign nations 

from requiring Americans to break our own policies against 

discrimination and unfair economic competition, we must be 

careful not to require foreign residents including those owned 

by Americans to break the laws of those places. International 

comity requires no less.

Further, I am convinced that the Arab countries will 

not stand for Arab concerns reporting to the U.S. Department of 

Commerce on their activities within their own country. It is
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one thing to establish a strong U.S. policy against boycotts; 

it is quite another thing to force this policy upon concerns 

and nationals of foreign countries within, their own countries 

simply because the host country has permitted American control.

RETROACTIVE EFFECT

Third, Congress should exempt from the application 

of the bill all existing contracts and agreements. The provi- 

. sions of H.R.1551 making the bill applicable to existing con 

tracts and agreements is particularly troublesome. Why, 

I would like to ask, should Americans be penalized now for 

having entered into contracts and other agreements which were 

completely lawful at the time they ware made. The fact is 

that the existing U.S. policy merely discourages certain 

kinds of compliance with the Arab boycott of Israel but does 

not prohibit it. Those who have complied with the law have 

the right to place reliance on the fact that their actions 

will not later be made punishable violations of law.

The bill does not make it clear whether the violative 

clauses in existing contracts and other agreements are declared 

void or whether they must be removed by agreement of the con 

tracting parties. To make a clause in an existing contract 

void would create chaos, especially if one or more of the 

contracting parties is not subject to U.S jurisdiction. And,
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to require that: existing contracts be changed by agreement 

assumes that the U.S. person has sons leverage to force the 

change on a non-U.S. person. The financial consequences of 

this re'croactivity are incalculable. Several American con 

struction contracting firms have advised me that they have 

posted substantial performance bonds and these could be called 

upon if they fail to live up to the terms of their binding 

agreements and are unable to get the non-U.S. person to acceed 

to the new legislation. If U.S. companies are forced to walk 

away from existing contracts to avoid being subject to criminal 

prosecution, this will bankrupt a number of U.S. companies 

doing business in the Middle East.

The pending legislation proposes a new, strong U.S. 

policy on foreign boycotts. Our new policy will not be made 

better or any more clear to the world if we make it apply 

to agreements already in existence which are not proscribed 

by present law. To the contrary 1 submit that our moral 

standing within the world business community will be greatly 

harmed by providing ex-post facto criminal penalties for prior 

acts which were previously lawful.

NEGATIVE CERTIFICATES OF ORIGIN

Although the issue may have been rendered moot by 

a recent announcement that most Arab countries will no longer
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require negative certificates of origin, I believe that the 

provisions contained in the bill which outlaw negative certifi 

cates should be removed. Mo ons has suggested that we should 

impose our will on the Arab countries to cease their primary 

boycott of Israel. Hor has anyone provided any meaningful 

distinction as to the difference between a positive and a 

negative certificate when such certificate is required for 

the sole purpose of excluding goods from a boycotted country. 

It is no secret that a state of war exists between Israel and 

the Arab countries and if the Arab countries want to insist 

that exporters of goods to them acknowledge this state of 

war, I believe that we should not try to interfere. This is 

an area where we are truly permitting form to take precedence 

over substance.

INTENT TO SUPPORT OR FURTHSR A BOYCOTT 

Finally, I suggest that language should be added 

to the bill to establish "intent to support or further a 

boycott" as the criteria for violation of this law. Under 

H.R.- 1561 it is possible to violate the law simply by agreeing 

to comply with the laws of a country which has imposed boycott 

provisions on its citizens and business concerns. I can foresee 

inadvertent agreement to what can be construed as boycott 

language in form contracts containing boilerplate clauses. 

Employees of mine might, for- example, accept a purchase order
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without reali'/.ing the significance ot some of the fine print 

which the purchaser may have included. The issue of actual 

compliance with the boycott will not arise because we will 

ship the goods ordered. However, the language in the contract 

would place us in at least technical violation of the law. -

An example on this very subject occurred within the 

last month. A bank which we do business with sent to us a 

draft agreement for a loan which we are seeking. In the draft 

we were required to affirmatively cause each of our subsidiaries, 

specifically including our Saudi Arabian subsidiary, to comply 

with all of the laws and regulations of any governmental authority 

having jurisdiction over such subsidiary. My attorneys advised, 

I believe facetiously, that this might be a reportable boycott 

request since the laws of Saudi Arabia include the boycott laws. 

Whether or not their advice on reporting the incident was 

facetious, they insisted that the offending clause be changed.

CONCLUSION

In closing I would like to thank the Committee for 

the opportunity to present my views on this raost important 

measure. I believe that what my Company does is good for the 

U.S. ecomony and I see great harm if we act in such a way as 

to force Americans to cease doing business in Arab countries. 

I hope that you will find my testimony and experience of some 

use in your efforts to draft legislation to deal with this subject.
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V
DWITED STATES DEPABTMeftlY OP COMMiSHCK 
IVUjritirne Administration
Washington. n.C 2D2JO

REPORT NO. 128

List of Free World and Polish Flag Vessels 
Arriving in Cuba Since January 1, 1963

Section 1. The Maritime Administration is making available to the 

appropriate Departments the following list of vessels which have arrived 

in Cuba since January 1, 1963, based on information received through 

July 31, 1975, exclusive of those vessels that called at Cuba on United 

States Government approved noncommercial voyages and those listed in 

Section 2. Pursuant to established United States Government policy, 

the listed vessels are ineligible to carry United States Government- 

financed cargoes from the United States.

Flag of Registry Gross 
Name of Ship Tonnage

Total - (All Flags - 203 -Ships) 1,593,916

Cypriot: (81 Ships) 706,607
AEGIS BANNER 9,025
AEGIS ETERNITY 8,814
AEGIS FAME 9,241
AEGIS FORCE 8,957
AEGIS HOPE - (Previous trips to Cuba as the HUNTSMORE -

British) 5,678
AEGIS MIGHT 8,160
AEGIS STORM .21,700
AEGIS TIIU'DER ' 21,704
AFTADEIJOS . 8,136
AG1IIA TllALASSINI 8,120
AGHIOS GEORGIOS 8,377
A\?.OTIRI - (Previous trips to Cuba as the ANEMONE) 7,168
AIZTIS 8,746
ALAMAR 12,299
ALEXANDROS SKOUTARIS 8,280
AL1AKIOS 6,020
AUIA 9,097
ALPA 9,159
#ANDRIANA I - (Previous trips to Cuba as the ROWANMORE -

British)
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Flag of Registry 
Cro?.j

Name of Ship_ TcHTna^,.

Cypriot: (Ccintinued)

ANTIGONI 3,174

ANTONIOS 8,20!'.

ARET1 . 8,5W

ARIS - (Previous trips to Cuba as the ARTS II) 9,561

ARMAR 9,55'"

AROSA 10, 2'j'j

ATHENIAN DEMOCRACY - (Tanker) 8,675

*AURELIA 
6,021

BARACOA 9,242

BEGONIA 6,576

CAMELIA 8, HI

CASTALIA 7,641.

DEGEDO 9,079

*DORA PAPALIOS 
9,072

E.D. PAPALIOS 9,431

EFTYHIA - (Previous trips to Cuba - Greek) 10,347

ELPIDA 8,382

ENARXIS 9,212

FELICIE 9,030

FULVIA 10,360

GEORGE N. PAPALIOS 9,071 

GEORGIOS C. - (Previous trips to Cuba as the HUNTSFIELD -
British & Cypriot) 9,483

*GOOD NAVIGATOR 
8,805

HYMETTUS - (Tanker) 12,037

IOKASTI ~ 5 ,W

^IRENE'S PRIDE - (Ex-KIKA, Panama - Previous trips to Cuba
as the SANTA LUCIA - Italian) 

IRIS
ISMINI 7 , 141

*K£FALONIA SPIRIT 
8,247

KIKI - (Previous trips to Cuba as the GARDENIA) 9,723

LEFTERIS ' ' 5' 6;'r
MAGNOLIA 7,24'J

MARGARET H. 8 ,'*87- 

"•fMIESTO - (Ex-URDAZURI II - Previous trips to Cuba as the
MEIKE - Netherlands) 500

MIMIS N. PAPALIOS 9,069

MIMOSA 8 ' 731

HISS PAPALIOS . 9,241

MITERA ASSIMIKA 7 , 73 |
NEA HELLAS 9,24.

NIKE 9 > 6S ;
NORTHERN ICE '>,IOJ

PANACHRAKTOS 6,30/

PANTAZIS CAIAS 9 > f,ll °

PETUNIA 7>tj ''.,

PROTOAPOSTOLOS 8 ' l '' ( ',

PROTOMACHOS - 9 ' 21H
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Flag of Registry 
Name of Ship

Cypriot: (Continued) 
RAVENS 
REIFENS
ROTHENS . 
SALVIA 
SEAFARER 
SKIPPER

*SKYTON 
TAKIS ALEXAKOS
*THEAKO 
THEOSKEPASTI 
TOREHIA 
TURBINIA
*VALLE DE PICADURA 
VENTURER 
VIOLEITA 
ZINNIA

SioraRU: (34 Ships) .
fARCTIC OCEAN 

AGATE ISLANDS 
AMBER
AMBER ISLANDS . 
CORAL ISLANDS - (Previous trips to Cuha - British) 
DAWN GRANDEUR 
DELIMA
EASTCLORY - (Previous trips to Cuba - British) 
FEIHANC 
FEITA
#FORTUNE ENTERPRISE - (Previous trips to Cuba - British
#GOLDEN BRIDGE - (Previous trips to Cuba - British) 
HEMISPHERE - (Previous trips to Cuba - British) 
IVORY ISLANDS 
JADE ISLANDS
.MOLLITY - (Previous trips to Cuba - British) 

MINDANAO SEA 
MINHING 
MINGWEI 
MOLUCCA SEA 
NEBULA - (Previous trips to Cuba - British)
#NEW EAST SEA - (Previous trips to Cuba - British) 

ONYX ISLANDS 
OPAL ISLANDS 
PALM ISLANDS 
PATRICIA
ifSEASAGE - (Previous trips to Cuba - British)

*SOOCHOW '

NOTE: The MARBLE ISLANDS has been removed from Somali flag 
registry since it has been transferred to Cuba.
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Flag of Ship . Cross 
. Name of Ship Tonnage

SoTnali: (Continued)

STAR 9,135
STEED 8,989

*TAI SHAN 9,609
TOPA7. ISLANDS 8,998
ULIANG 9,265
#VENlCE - (Previous trips to Cuba - British) 8,50'*

Creek; (13 Ships) IZOjfiQl

ANDROMACHI. - (Previous trips to Cuba as the
PENELOPE - Greek) 6,712

*ARGOLICOS GULF 9,938
*ARISTIDIS 10,348 
DEMIS - (Previous trips to Cuba as the ANNUNCIATION DAY -

Cypriot) 7,831
#DESPINA A II - (Ex. GOODLUCK - Previous trips to Cuba - Cypriot) 6,906

*EFTYCHIA . 11,891
*EPTANISOS . 8,931
*GOOD FRIEND 9,954
*GOOD HELMSMAN 11,307
*IOANNIS A. 8,665
#KAVO GROSSOS - (Ex. TRIAEHA - Previous trips to Cuba as the

LAMBROS M. FATSIS and the LA HORTENSIA - British) 9,486 
MAREANTES 8,497
*MARIA CHRISTINA 10,135

Polish: (12 Ships) 85j_579

BYTOM 5,967
CHOPIN 9,231
CHORZOW 7,239
ENERGETYK 10,654
GRODZIEC 3,487
HUTA ZGODA 6,860
HUTNIK 10,632 
KOPALNIA SIEMLANOWICE . 7,262
KOPALNIA WUJEK 7,033
PIAST 3,184
REJOWIEC 3,401
TRANSPORTOWIEC 10,629

NOTE! Five vessels have been removed from Somali flag registry 
since they have been transferred to the People's Republic 
of China.
Ex. ATLANTIC OCEAN now, LUCHON 

BER SEA
R6S- SEA 4K>w,-NANPING—— ——-- 

KINROSS 
YUNGLUTATON

85-654 O - 77 - 37
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Yugoslav: (9 Ships)

Cross 
Tonnage

AGRWM
BAR
CETINJE

*•••-XO'LASIN . 
NIKSiC 
i'lVA 
PLOD 
7AKA 
UUUNJ

Netherlands: (8 Ships) 5^590

ANTARCTIC 1,384
COOLHAVEN . 1,500

*FEIO EXPRESS 1,296
LEO POLAMS 1.5JJ8
MARKAB II ' 790 
MECREZ - (Previous trips to Cuba as the GERDA) 1,190
HOCIIAB ' 787
TEMPO 1,115

Panamanian: (8 Ships) 67,575

^ASSOCIATED GRAIN 8,959
*ELMOMA 12,230

ifGOLDEN FALCON - (Previous trips to Cuba as the KITSA - CyprLot) 9,519
HOLSTENKAMP 4,199
HOLSTENLAND 4,118

s-I.EAGE • 3,760
*MAKITSA III 10,596
*MERSINIDI 9,194

Ar_Rciittn_e: (6 Ships) 49,372

EKfRE RIOS 7,381
FLSTERO 7,607

*KAVIERO 7,610
PAMPA ARGENTINA 9,495
PA1ACONIA ARGENTINA 9,645
RIO ATUEL 7,634

French: (6 Ships) i^j05_3

BERTRAM) DELl-iAS 10,080
CIRCE 2,874
CORREZE 11,740
DT.NA 10,407

. EMMANUEL DSLMAS • 10,078
NKLFK .. •• 2,B74
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F.lag of Registry 
Name of Ship

British: (3 Ships)

CHEUNG C1IAU 
MYSTIC 
SEA MOON

Italian: (3 Ships)

ALDERMINE - (Tanker)
ELIA - (Tanker)
SAN NICOLA - (Tanker)

Singapore: (3 Ships)

CILAOS
#HWA CHU - (Previous trips to Cuba - British) 

TONG HOE

Spanish: (3 Ships)

Finnish: (2 Ships)

*BEGERO
*ECKERO

Lebanese: (2 Ships) 7,111

ANTONIS 6,259

#CEDAR FREEZE - (Ex. DRAME OUMAR - Trip to Cuba as the
NEVE - French) 852

Moroccan: (2 Ships) 4, 73''

EL MANSQUR BI LLAH 1,525 

MARRAKECH 3,2li

Panish: (1. Ship) Wfl

ANNE MAC - (Tanker) 500

Guatemalan: (1 Ship) 2.2')')

#PETEN - (Previous trips to Cuba as the MAGISTER - British) 2,23?

Ivory Coast: (1 Ship) l^llL

TABOU 7 > 42 -

Japjimtso: (1 Ship) • . 2^112.

*I<ANEOKA MAKU 9 .'!U!
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Flag of Registry Gross 
Name of Ship Tonna;>c

Mqlaysian; (1 Ship) 6,791

*I!UNGA KENANGA 6,791

Pakistani: (1 Ship) g t 7Q8

#MAU1ABAKSH - (Previous trips to Cubn as thfi PHOENICIAN DAWN
and the EAST BREEZE - British) 8,708

Philippine: (1 Ship) 1,232

#DONA VICENTA - (Ex. CAPTAIN KEKMADEC, Ex. CAPITAINE NEMO,
Ex. ATLANTA. Previous trips to Cub.'i
as the ENEE - French) 1,232

Saudi Arabian: (1 Ship) 2,967

#BLUE OCEAN - (Previous trips to Cuba as the DANAE - French) 2,%7

# Ships appearing on the list which have made no trips to Cuba 
under their present registry.

* Added to Report No. 127 appearing in the Federal Register 
issue of April 7, 1975.
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Section 2. In accordance with approved procedures, the following 

vessels listed in this section which called at Cuba after January 1, 1963, 

have reacquired eligibility to carry United Stntos Government-financed cargoes 

from the United States by virtue of the persons who control t.he vessels having 

given satisfactory certification and assurance:

(a) that such vessels will not, thenceforth, be employed in the Cuban 

trade so long as it remains the policy of the United States 

Government to discourage such trade; and

(b) that no other vessels under their control will thenceforth 

be employed in the Cuban trade, except as provided in 

paragraph (c) and

(c) that vessels under their control which are covered by contractual

obligations, including charters, entered into prior to December 16, 

1963, requiring their employment in the Cuban trade shall be with 

drawn from such trade at the earliest opportunity consistent with 

such contractual obligations.
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Fl«f, of Registry 
_ Jtojne of Sh jp

a - Sincc^Last Report 

SEA PIONEER (Somali)

b. Previous Reports 
jx o X_ j Re. g is try

British
Cypriot
Danish
Finnish
French
German (West)
Greek
Israeli
Italian
Japanese

Number of Ships

13
1

"4

1 
31
1 

15
1

Total 150

Previous Reports
Flag of Ucgictry

Kuwaiti
Lebanese
Liberian
Moroccan
Norwegian
Singapore
Somali
Spanish
Swedish
Yugoslav

Number of

1
9
1
2
5
1
2
6
1 .
2

9,532

Ships

Section 3. The following vessels have been removed from this list since 

they have been broken up, sunk or wrecked, 

a. Since Last Report

AEGIS LEGEND (Greek) 
AEGIS LOYAL (Cypriot) 
BYRON (Cypriot) 
CHARALAMMS (Cypriot) 
CHUNG TIM (Panama) 
CEORGIOS T. (Cypriot)

b. Previous Reports 

Flag of Registry

:)

.)

:)

Broken up, Sunk
or Wrecked

38
104

6
1

22
5
1

37
3
9

Flag of Registry

Monaco
Moroccan
Norwegian
Pakistani
Panamanian
Singapore
Somali
South African
Swedish
Yugoslav

Gross
Tonnage

8,814
11,035
8,720
10,315
7,915
9,646

Broken up, Sunk
or Wrecked

1
1
1
1
9
1
4
2
1
7 .

Total 254
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THE AMERICAN INSTITUTE OF ARCHITECTS

lohn M. McCinly, MM 
President

March 9, 1977

The Honorable Adlat E. Stevenson
Chairman, Subcommittee on International Finance
Committee on Banking, Housing and Urban Affairs
United States Senate
Washington, D.C. 20510

Dear Mr. Chairman:

I am writing on behalf of the American Institute of Architects, the national 
society for the architectural profession, to express our thoughts and concerns 
on legislation directed at foreign boycotts, specifically the Arab boycott of 
Israel.

First, let me state that the Institute strongly supports and endorses legislation 
to prohibit discrimination by or against U.S. firms or Individuals. We are 
deeply concerned about various unconfirmed allegations of possible discrimination 
within the profession supposedly being Instigated by the Arab boycott. The 
Institute therefore supports and endorses your bill on this Issue, S.69, with 
certain concerns as to areas In need of clarification.

Our concern centers on the new Section 4A(a)(l)(E) that would be added to the 
Export Administration Act by Sec.201 (a) of S.69. This provision essentially 
prohibits the furnishing of Information (in furtherance of a boycott) about past, 
present or planned business dealings with a boycotted entity. Unlike sellers 
of goods, products or commodities, professional service firms market their 
services on the very basis of their past experience and capabilities. They must 
be able to describe their demonstrated expertise and past accomplishments In 
order even to be considered for a commission. Yet this provision of S.69 may 
be construed by negative Implication to prohibit furnishing such Information to 
a prospective client. In other words, we are concerned that an American architect 
could be found to be furnishing prohibited Information in response to a boycott 
by simply submitting a firm brochure, since such a document could indicate a 
lack of business dealings with Israel or other boycotted entity. Our reservation

1735 NEW YORK AVENUE, N.W. • WASHINGTON, D. C 20006 • (202) 785-7300
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with S.69 is that Congress, in attempting to stymie the secondary aspect of 
the Arab boycott by denying Information on which to base a blacklist, may well 
prohibit professional service firms from supplying the very information by which 
they market services — their business history.

To avoid this problem, we would propose a clarifying clause be added to Sec.4 
(a)(l)(E) similar to the one in Sec. 4(a)(l)(A). Specifically, we suggest that 
Subsection (E) be amended by adding at the end thereof, the following sentence:

In the case of a United States person providing personal 
services or other business activity in which such person's 
business history, experience or capabilities would be 
commercially relevant if a boycott did not exist, mere 
furnishing of a general description of a person's overall 
business history, experience or capabilities shall not 
constitute a violation of the above.

We believe the addition of this clarifying sentence will satisfy the Congress' 
purposes and still allow American firms to solicit Mid-east commissions. Secretary 
Vance suggested in testimony before the House that the provision of services 
needed special treatment, although I believe he was speaking in terms of their 
Inclusion In the subsection (2) exemption. However It Is accomplished, we urge 
you to consider modifying the legislation with a view toward the needs of our 
service Industries.

I ask that this letter be Included in the legislative record. Please feel free to 
get In touch with the Institute should you wish any additional Information.

Sincerely,

/ /John M. McGlnty, 
L/ President
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National Association of Wheat Growers
SUITE 1030

1030 FIFTEENTH STREET, N.W.
WASHINGTON, D.C. 20005

(202) 466*630

March 16, 1977

Honorable Adlai E. Stevenson, Chairman 
Subcommittee on International Finance 
Committee on Banking, Housing and Urban Affairs 
5302 Dirksen Senate Office Building 
Washington, D. C. 20510

Dear Chairman Stevenson:

I am writing with reference to S. 69 and S. 92, bills to amend and extend 
the Export Administration Act, which presently are under consideration by your 
subcommittee.

Export sales of agricultural commodities are vital to this nation's economy. 
Agricultural exports are a major positive factor in this nation's balance of pay 
ments, and the existence of reliable foreign markets enables U.S. farmers to 
produce at maximum efficiency, resulting in benefits for American consumers. 
Wheat, in particular, is a vital export commodity, with approximately sixty per 
cent of annual production being available for export,

The importance of export markets for agricultural commodities is recognized 
in Section 4 (f) of the Export Administration Act of 1969. That section generally 
prohibits the imposition of export controls under the Act on agricultural com 
modities. Limited exceptions are set forth in Section 4 (f) to permit controls in 
times of actual short supply or when necessary to fulfill international responsi 
bilities or to protect the national security of the United States. These excep 
tions permit export restrictions only when serious overriding considerations of 
state exist. Section 4 (f) makes clear that, in the absence of such unique cir 
cumstances, agricultural exports are to be free of quotas and other limitations.

Notwithstanding the clearly stated will of Congress as set forth in the Export 
Administration Act, the Executive Branch, on several occasions in recent years, has 
restricted exports of U.S. grain through the use of "voluntary" export restrictions 
when the requirements for controls under the Export Administration Act were not met. 
These restrictions included the prior approval requirement for grain exports im 
plemented by the Department of Agriculture in the fall of 1974, the moratorium on 
grain sales to the Soviet Union in the summer of 1975, and the five-year grain 
agreement with the USSR signed by the Executive Branch in October, 1975. These 
various restrictions had a severe detrimental effect on farmers, causing depressed 
market prices for current sales and increased carry-over stocks of grain, which 
affected market prices in following periods as well. The U.S. balance of payments 
also suffered, since, to the extent foreign buyers were precluded by the restric 
tions from purchasing grain in the United States, they turned to alternate suppliers
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United States as a traditional supplier of grain.

The "voluntary" export restrictions on grain sales were imposed by the 
Executive Branch outside the scope of the Export Administration Act, purportedly 
on the basis of the President's "foreign affairs" authority. However, the Con 
stitution grants to the Congress the power to regulate commerce, and we believe 
that the Executive Branch restrictions on grain sales, which constituted a regu 
lation of commerce, were beyond the President's authority.

During consideration of extension of the Export Administration Act by the last 
Congress, a number of Senators and Congressmen expressed concern over the "voluntary" 
restrictions on grain exports imposed by the Executive Branch in 1974 and 1975. 
This concern prompted the introduction of various amendments intended to prevent 
future circumventions of the Act. As a result, there was. broad support for an 
amendment to the Act providing for Congressional review of any export controls 
that are imposed on agricultural products for foreign policy reasons.

We are pleased to note that this amendment has been included in both S. 69 and 
S. 92. Section 105 of both bills would add the following paragraph to Section 4 (f) 
of the Act:

(3) If the authority conferred by this section is exercised 
to prohibit or curtail the exportation of any agricultural 
commodity in order to effectuate the policies set forth in 
clause (B) of paragraph (2) of section 3 of this Act, the 
President shall immediately report such prohibition or cur 
tailment to the Congress, setting forth the reasons therefor 
in detail. If the Congress, within 30 days after the date of 
its receipt of such report, adopts a concurrent resolution 
disapproving such prohibition or curtailment, then such pro 
hibition or curtailment shall cease to be effective with the 
adoption of such resolution. In the computation of such 
30-day period, there shall be excluded the days on which either 
House is not in session because of an adjournment of more than 
three days to a day certain or because of an adjournment of 
the Congress sine die. 

j
The National Association of Wheat Growers endorses this amendment and urges 

that it be enacted into law. We believe that this amendment emphasizes the basic 
concept Implicit in the Export Administration Act that limitations on agricultural 
exports can be Imposed only when the specific requirements of the Act are met. The 
amendment further provides a control on the use of export restrictions on agricul 
tural products by giving to Congress the opportunity to disapprove such restric 
tions if Congress feels they are unwarranted.

We have noted your comments in the Congressional Record for February 10, 
1977 (S. 2528-2529) concerning the Trading With Enemy Act. We very much agree 
with those comments and with your conclusion that use of the Trading With Enemy 
Act to control exports when no real national emergency exists is of doubtful legal 
ity. Your comments point out that recent use of the Trading With Enemy Act "raises
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serious questions about the ability of the Congress to control executive branch 
discretion. And its invocation undermines the right of the Congress to prescribe 
U.S. export policy and to insist on conformity with the law." These points are 
applicable to the recent Executive Branch use of "voluntary" restraints, as well. 
We believe that the legislative history surrounding amendment and extension of the 
Export Administration Act, and the clear language of the Act itself, should leave no 
doubt that export controls may not be based on "voluntary" restraints or use of 
inapplicable emergency legislation, but may be imposed only when authorized under 
the Export Administration Act.

S. 69 and S. 92 also include the commodity storage provision included in the 
Export Administration Act amendment bill developed by the last Congress. This 
provision, set forth in Section 104 of the present bills, will enable foreign 
purchasers to store agricultural commodities in the United States with assurance 
that they will not be subject to subsequently adopted export quotas. While such 
an amendment can provide some supply assurance to our customers, what is most Impor 
tant is that this country maintain a consistent and predictable policy toward agri 
cultural exports, free from embargoes and other disruptive export controls.

We appreciate this opportunity to comment on S. 69 and S. 92. We respect 
fully request that this letter be made part of the Committee's hearing record on 
these bills.

i Ho 
President 
National Association of Wheat Growers
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Statement of Max Ratner, National Chairman, American- 
Israel Chamber of Commerce and Industry, Inc.

The American-Israel Chamber of Commerce and Industry Inc. is a non-sectarian, 

non-political trade association of American firms interested in economic relations 

between the United States and Israel. It was incorporated in 1953 as a non 

profit organization and has chapters in a number of American cities. The Chamber 

recently received the E Award of the President of the United States for its 

successful efforts in the expansion of American exports. We represent a business 

approach, of United States firms devoid of sectarian character. 

This organization has hundreds of corporate members with a variety of interests 

and activities (see Yearbook 1976 attached). This testimony is being presented 

under the authority of the Chairman of the Chamber and its views derive from 

the general mandate of our membership. This mandate is to maintain and develop 

trade and economic relations between the United States and Israel within a frame 

work of peace and cooperation in the Middle East and in the world. One of 

our goals is to encourage economic and technological cooperation between Israel 

and the other countries of the Middle East under American guidance and with 

American support. We believe that such peaceful economic measures will result 

in friendly relations and that a secondary boycott is a major impediment in the 

furthering of this goal.

Our organization is, as a result of a foreign secondary boycott of American firms, 

an injured party. A document, entitled Information on the Arab League Boycott 

of Israel, supplied by the Subcommittee on Multinational Corporations of the U.S. 

Senate Foreign Relations Committee on February 25, 1975, featured an original 

memorandum of the Arab League stating that affiliation with a joint Israeli-foreign 

chamber of commerce will be a cause for investigation with a view toward ban 

ning firms which enhance the Israeli economy by trading with that country. U.S.
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firms, which wont to trade with foreign countries suddenly wealthy as a result of 

increased world oil prices, will under the terms of the boycott refrain from doing 

business with Israel. This will restrict our membership and more importantly 

restrict the growing hade between this country and Israel. If American firms 

forego business with Israel, then this Chamber, an American trade association 

with a distinguished record praised by the President of the United States, will 

be severely restricted in its activity to further promote trade and good will. 

Under the current circumstances, members of our Chamber are in a relative dis 

advantage versus other American companies when they want to trade with the 

Arab world.

We welcome and support the proposed Bills before this Subcommittee, that would 

amend the Export Administration Act with regard to foreign boycotts - S.69 

(Stevenson-Moynihan) and S.92 (Williams-Proxmire). The Senators who have 

sponsored these Bills have done a great service to the American people. We 

are also encouraged by the readiness of the Secretary of State Cyrus Vance to 

outlaw secondary boycotts in the United States.

There has been extensive testimony supporting these Bills. That testimony has 

described the importance of the proposed legislation and given examples of why 

the proposals are necessary. Rather than restate these points we would like to 

comment on four provisions of the Bills.
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The proposed Section 4A (o) (2) (D) of Hie Export Administration Act as amended 

by S.69 would permit on American company to obey o boycotting country re 

quirement to shite where goods hove not been produced. S.92 would prohibit 

such a negative designation and only permit a positive designation of the origin 

of the goods. We support S.92.

We consider the formulation with respect to Section 4A (a) (2) (D) in S.92 to 

be superior to that in S.69. Both Bills allow an American company to comply 

with a requirement of a certificate of origin; S.92 however requires that the 

certificate be one of "positive designation of country of origin". 

There is a vast difference in the letter and spirit of the two provisions. The 

result of S.69 will be to brand into the memory of American business executives, 

time and again, at the filling out of each and every certificate of origin, that 

doing business with the boycotted country (in our case Israel) is a matter which 

could affect their relationship with the boycotting country. That psychological 

pressure will be enough to make such executives hesitate to undertake business 

contacts with the boycotted country.

A positive designation of the origin of the goods (as permitted by S.92) has 

historically been a requirement in international trade.

It has been brought to our attention by the New York Chamber of Commerce 

that a number of countries, long known for their attempting to enforce secondary 

boycott, have recently changed their requirements with respect to certificates 

of origin. Presently, those countries only require o positive designation of the 

origin of the goods featured in those certificates. This could be a step toward 

peace and cooperation among nations. S.92 will encourage such an attitude, 

while the formulation in S.69 could encourage the opposite attitude - return to 

previous requirements of negative designation of origin and to active secondary 

boycott.
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The proposed Section II (2) of the Export Administration Act as amended under 

S.69 ond S.92 would make the foreign boycott law applicable to foreign sub 

sidiaries of American concerns and to American subsidiaries of foreign concerns. 

We offer a solution to the problems created by the extraterritoriality of American 

subsidiaries overseas.

Section II (2) identically worded in both Bills S.69 and S.92 has been criticized 

in some of the testimony before this Subcommittee. We believe that Section II 

(2) could be redrafted without affecting the efficacy of its provisions. 

We recognize that a part of Section II (2), which would apply to American 

subsidiaries, could raise problems of extra-territoriality enforcement as well as 

questions of interference with the affairs of other countries where subsidiaries of 

American firms are located. This is particularly true in regard to "third" 

countries, that is foreign countries which are neither boycotting nor boycotted. 

However, the elimination of this specific provision without replacement by an 

appropriate alternative could open an enormous loophole in the implementation 

of this legislation. It could open the way for some American companies to 

transfer orders to their foreign subsidiaries or affiliates. Such transfers will not 

only frustrate the goals of this legislation but it will also reduce American ex 

ports to some countries and increase such exports from third countries. This 

result will fulfill the darkest hopes of the adversaries of this anti-boycott 

legislation.

Other legislative solutions can be found, and we would like to suggest some 

possible ways of approaching the matter.
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Our first suggestion deals with the case in which an American firm with a 

foreign subsidiary produces specific products only in the United Slates. The 

law could prohibit United States firms from re-routing products to be shipped to 

a boycotting country through subsidiaries in "third" countries. 

Our second suggestion concerns the case in which identical products are manu 

factured by an American concern in its plants within the United States and in 

its subsidiary overseas. If the product to be exported to a boycotting country 

is manufactured in the United States, the corporation would have to comply with 

the proposed legislation. If however the corporation transfers the order to its 

foreign subsidiary, we propose that the corporation report such a step to the 

United States Department of Commerce, and the Department make the report 

public.

That will stop short of compelling foreign subsidiaries of United States firms to 

comply with this legislation, but will nevertheless give the American public an 

opportunity to scrutinize the activities of American companies.

85-654 O - 77 - 38
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The proposed Section 4 (A) (o) (2) (D) of the Export Administration Act as amended 

by S.69, relating to compliance with foreign immigration or passport requirements, 

encourages discrimination.

Section 4 (A) (a) (2) (D) of S.69 exempts from the prohibition of the anti-boycott 

legislation individuals which comply with immigration or passport requirements of 

any country. If a foreign country had a requirement that all business travelers 

entering the country from the United States disclose whether the American 

principals of their firms are of a given ethnic origin or did business with o boy 

cotted country, S.69 would permit and sanction disclosure of such information 

by United States citizens to the boycotting country.

From members of this country's business community and from the press we have 

learned that some of the boycotting countries are or were enforcing entry re 

quirements similar to those described. Such restrictions and discrimination if 

practiced in this country would be a clear violation of our Constitution as .well 

as of the basic principles of this country concerning equality of oil citizens 

without regard to their ethnic origin, race, nationality or sex. These requirements 

have made it impossible for certain Americans because of their ethnic background 

to work on projects undertaken by American firms in boycotting countries, 

In some instances American institutions have succeeded in overcoming the 

restrictions and have conveyed to certain foreign countries the message that 

discrimination is abhorrent to the American public. As a result some members 

of the minorities discriminated against by the boycotting countries have been 

authorized to enter those countries and fulfill the constructive mission given 

to them by American institutions. ^
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This indicate! that a law prohibiting cooperation and disclosure of discriminatory 

information to foreign countries on passports and immigration forms will restrain 

the boycotting countries.

To give a stamp of approval to foreign bigotry is alien to the American law; it 

will only encourage discrimination against certain American citizens by the boy 

cotting countries. For this reason we believe that this provision hoi to be 

eliminated in S.69 as it is in 5.92.



590

The proposed Section 4 A (o) (2) A (i) of the Export Admlnhtrotion Act tn emended 

by S.69 and 5.92 permits on American corporotion to comply with o foreign 

request not to import into the United States any goods from a boycotted country 

even if the goods ore for American consumption. This provision should be modified. 

We believe that Section 4 A (a) (2} A (i) of both Bills It unclear and If im 

properly interpreted could nullify the major provisions of the proposed legislation. 

The problem of this subdivision is probably one of drafting. 

As the Section presently reads, it could be interpreted to enable corporations to 

obey boycott prohibitions against importing (for American consumption) goods 

from a boycotted country. Thus an American company could accept boycott 

requests and cease to import Israel! goods into the U.S.A. for the general use 

of the American public. We believe that the intention of the legislators was 

to permit the boycotting country to forbid imports from a boycotted country 

into the boycotting country via the United States. That could come about by 

the use of imported parts and components in American-made products or by 

simple trans-shipment or repackaging.

The legislators' intent should be made clear by using the same phrase construction 

as in paragraph (ii) of that very article. The revised paragraph (i) will read 

then as follows: (Exemptions are provided for (A)! compliance with requirements) 

"(0 prohibiting rheJmport of goods to the boycotting country from the boycotted 

country.;;" (Changes underlined).

If this provision is not changed it would amount to a licence to engage in 

secondary boycott with regard to imports to the United States from boycotted 

countries; 

Mfcnp END
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CBE/MK
March 11, 1977

The Honorable Adlal E. Stevenson, III 
456 Russell Senate Office Building 
Washington, D.C. 20510

Dear Senator Stevenson:

Attached is written testimony submitted to the Subcommittee on 
International Finance by the Joint High Technology Industries Group 
on Title I of S.69 and S.92 to extend the Export Administration Act 
of 1969, as amended. As spokesman for the Joint High Technology 
Industries Group, I take pleasure in submitting our joint views.

Ve urge the Committee to adopt the recommendations contained herein 
and pass Title I of S.69 and S.92 as soon as possible.

Representatives of the Joint Group welcome the opportunity to 
discuss these proposed improvements to Title I of the bill with 
you or your staff. I should be pleased to arrange a meeting at 
a mutually convenient time.

Peter F. Md 
President

PFM/mld
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WRITTEN TESTIMONY OF THE JOINT HIGH TECHNOLOGY 
INDUSTRIES GROUP ON S.69 AND S.92 TO EXTEND THE

EXPORT ADMINISTRATION ACT OF 1969 BEFORE
THE SUBCOMMITTEE ON INTERNATIONAL FINANCE OF

THE SENATE COMMITTEE ON BANKING, HOUSING, AND URBAN AFFAIRS

MARCH 4, 1977

The Joint High Technology Industries Group urges the Congress to 

pass Title I of S.69 or S.92 to extend the Export Administration Act of 1969 

as amended. Comprising the Joint High Technology Industries Group are the 

Computer and Business Equipment Manufacturers Association, the Electronic 

Industries Association, and the National Machine Tool Builders Association, 

whose member companies have been and continue to be affected significantly 

by national security export controls. We thus have a strong common 

Interest In efforts to make them more efficient, equitable and effective. 

We address ourselves to those provisions In the bill affecting these 

controls.

In the 1976 hearings, the Joint Group, as well as Its member 

organizations, presented recommendations for Improving the administration 

of export controls. We commend this distinguished Subcommittee for Its 

efforts and understanding In bringing about several badly needed amendments 

to the Act, and endorse most of those amendments embodied In Title I. 

We were all hopeful that these changes would be passed by Congress and 

signed Into law last year. Each day that goes by without passage of these 

amendments affects the export business of our member companies, the GNP, 

and Jobs. If the Subcommittee finds that Impediments exist to Immediate 

passage of Title I of S.69 and S.92, the Group believes the Subcommittee 

should separate Title I from the other titles, and each title should be 

considered on Its own merits.
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We endorse the provisions of Title I of the bills subject to the 

following qualifications, and we urge the Subcommittee to Incorporate 

the following recommendations which will Improve the legislation to the 

benefit of all concerned.

First, In last year's testimony the Joint Group, In the context 

of recommending a more open licensing process, recommended that an exporter 

be allowed to review the documentation as It proceeded through the licensing 

process to make certain It accurately describes the goods or technology 

for which a license Is sought. This recommendation was accepted in 

Section 106 of S.69 and S.92 which permits review prior to the submission of 

the documentation to CoCom.

Since last year's hearings, a number of our member companies have 

reported apparent government misinterpretation of their export license 

applications at still an earlier stage of the licensing process: specifi 

cally, before the license application Is submitted to the Interagency 

Operating Committee (OC) for review. We believe that the purpose of the 

section, I.e., accuracy of the license application, can be even more 

effectively served If the exporter Is allowed the opportunity. If he so 

requests, to review the documentation before Interagency review.

When a license application Is received by the Department of Commerce, 

It Is reviewed and analyzed by the Office of Export Administration (OEA) 

staff which Is responsible for describing and presenting the application 

for Interagency review. The application then goes to the Interagency 

Operating Committee for the final U.S. decision.

It Is only fair, just and equitable that the" exporter be able to 

verify the correctness of the documentation before this final decision
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Is considered. Thus, the Joint Group urges that the Subcommittee adopt an 

amendment to provide the exporter the opportunity to verify the correct 

ness of documentation before Its submission to the OC and before Its 

submission to the multilateral review process. We are joined In this 

recommendation by WEMA.

The second area of concern where an amendment Is essential deals 

with the Technical Advisory Committees' (TAC) role In Improving the 

administration and effectiveness of national, security export controls. 

Our concern In this area comes from firsthand knowledge. Inasmuch as 

Individuals of our member companies comprise the private sector member 

ship of each of the seven presently authorized Technical Advisory 

Committees created under the provisions of the Export Administration 

Act of 1969.

Consisting of public and private sector technical experts, the TACs 

were authorized by Congress to advise the Government on technical consider 

ations relative to export control policy. All too often the Government 

pollcymakers Ignore or do not consider the TACs' positions when formulating 

export control policies even though the Government's own technical members 

have participated In and concurred In the recommendations.

S.69 and S.92, as they relate to national security export controls, 

provide for only general and Indirect feedback every six months through the 

semiannual report required by Section 110. While we agree this method 

of review of the TACs Is' Important for the Congressional oversight function. 

It still fa 11s.short of the objectives sought when we recommended legisla 

tion In this area.
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A provision for direct feedback to the TACs Is Important for the 

efficient and constructive use of the only expert advisory bodies available 

to all agencies of government In this area where their expertise Is 

clearly recognized. We are speaking of Industry and government experts 

with security clearances who devote their time and energy to Improve the 

administration and effectiveness of U.S. export controls. As this 

consultation process currently operates, these participants operate 

without knowing what happens to their recommendations and without 

guidance as to what tasks remain to be addressed. Being In the dark Is 

obviously frustrating and Inefficient. Lack of feedback also seriously 

affects the government's ability to recruit top quality Individuals from 

government and Industry, and unless changed, will undermine the effective 

ness of this critical function.

S.3084 which was adopted by the Senate last year by a nearly unanimous 

vote, Included a provision to require direct feedback to the TACs from 

those government agencies which employ their expertise as to whether their 

recommendations were accepted or rejected and the reasons therefor. Un 

fortunately, this provision was dropped during the Informal conference with 

the House of Representatives. The Joint High Technology Industries Group, 

its members and Individual companies testified strongly last year In support 

of direct feedback, and again recommends that the Senate adhere to Its 

last year's position In favor of more effective TAG participation.

The drafters of the Trade Act of 1974 foresaw this problem, and 

Incorporated a. direct feedback provision In that Act (P.L. 93-618, 88 Stat. 

1998, Section 135(1X2)). This provision has worked well. The Joint Group 

strongly recommends that the Government provide both direct feedback to the
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TACs and semiannually provide Indirect feedback through the Congress. As a 

result, the TACs' functioning will be greatly Improved, as will Congress 1 

oversight capability. We are also Joined In this urging by WEMA.

The third major area of concern for the Joint Group Is the provision 

In the first paragraph of Section 107 to add a new subsection to the 

Act regarding monitoring and reporting of transfer of technology.

Members of the Joint Group are deeply concerned that the Subcommittee 

appears to have placed much credence In reports that some U.S. firms and 

academic Institutions, and perhaps even some of our member firms, have 

transferred technology to foreign countries to the detriment of our national 

security. The members of the Joint Group have not discovered evidence of 

such leakage of technology. We recognize, however, that the report of the/ 

Comptroller General of the United States on the "Government's Role In 

East-West Trade", among others, Indicates that some problems may exist In 

some areas. We understand Section 107 was written because of the alleged 

transfer of technology highlighted In these reports. In our view, however, 

Section 107 does not correctly or effectively address the Subcommittee's 

concerns.

As we see Section 107, It Imposes an enormous reporting burden 

not only on the U.S. International business community, but also on the 

U.S. academic community. It will also place a burden on the resources 

of the Department of Commerce and on the U.S. taxpayer. This burden would 

be Imposed despite the fact that exports of technology (products and tech 

nical Information) of significance to the national security are already 

controlled by regulations developed by all of the Departments and agencies 

Involved In administering U.S. export controls for national security purposes.
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As drafted, Section 107 would require any U.S. person to report any 

agreement, or any understanding for a possible agreement to transfer 

any Information to any country to which exports are controlled for national 

security purposes. This requirement Is clearly all-lncluslve. The 

reporting of transfers of strategic technology would be redundant, and 

for non-strategic technology, unnecessary and excessive.

We also believe that Section 107 runs contrary to the Intent of 

Congress as reflected In the Act. Since 1969 the Congressional policy 

has been to encourage trade with the "controlled" countries, and not to 

Impose any Impediments to trade other than those necessary to protect the 

national security and foreign policy of the U.S.

Before any Impediments to trade, such as those contained In Section 

107, are Imposed on the U.S. business and academic communities, our 

considered Judgment Is that there must be a clear showing of past, 

current, and/or potential unauthorized and detrimental transfers of 

technology. Such a showing can only be made by a careful and Indepth 

Investigation by the President, with the assistance of a competent 

group composed of Individuals from government and industry with the 

policy and technical expertise necessary to examine the problem.

The proposed study must have as Its primary target the Identification 

of those key technologies which are to be protected for purposes of 

national security. In this connection, we should like to draw the 

Subcommittee's attention to a report Issued by the Defense Science Board 

entitled: "An. Analysis of Export Control of U.S. Technology—A D.0.0. 

Perspective". This study, conducted by a group of technically 

qualified personnel from both government and Industry, Investigated
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the feasibility of Identifying those technologies and transfer mechanisms 

which are vital to our national defense.

Our considered Judgment, therefore, Is that concrete and documented 

evidence must first be produced showing unauthorized and detrimental 

transfers of technology occur or are likely to occur. Only then should 

Congress determine the appropriateness of such reporting requirements, 

particularly as they apply to academic Institutions. Only at this point 

should Congress require comprehensive reporting requirements and/or 

other restrictions on the U.S. public that would result In the creation 

of yet another blizzard of paperwork.

To Impose the reporting requirements contained In Section 107 

In advance of the Presidential study and determination we have recommended 

Is to put the cart before the horse. Therefore, In lieu of Section 107 

as drafted, we recommend that the Subcommittee draft language to require 

the President to undertake such a study.

Member companies of our trade associations have been and continue 

to be significantly affected by national security export controls. We 

commend this Subcommittee for Its past efforts to understand and translate 

many of our recommendations Into substantive amendments to Improve the 

administration of export controls. These amendments will not only Improve 

the ability of the U.S. to efficiently and effectively administer necessary 

controls, but will also produce a consequent Improvement In the U.S. balance' 

of payments, GNP, U.S. employment, and In the ability of our member firms 

to compete In the International marketplace.

We would be willing and pleased to work with your Subcommittee and staff 

on any of the above recommended Improvements to the current bill and on any 

questions on the general Improvement of the administration of export 

controls for national security purposes.
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JAKC CAIM. UTAM

; xScrtaic
COMMITTEE ON BANK ING. HOUSING AND URBAN AFFAIRS 

WASHINGTON. D.C. 20510

February 23, 1977

Mr. Robert L. McNeill, Executive Vice
President

Bnergency Committee for American Trade 
1211 Connecticut Avenue 
Washington, D.C. 20036

Dear Mr. McNeill:

I want to thank you for appearing before the International 
Finance Subccnroittee to testify on pending boycott legislation. 
Your testimony aided our understanding of the issues, and we 
are" appreciative of your help.

As indicated at the close of the hearings, we have a number 
of additional questions to which we would appreciate your 
submitting a response for the record. The questions are enclosed. 
If you have any questions, please contact Stanley J. Marcuss, 
Counsel to the Subccmnittee at 224-8813.

With best wishes.

Adlai Stevenson 
Enclosure

Similar letters were sent also to the National Association 
of Manufacturers (answers at page 609), and the Chamber of 
Commerce of the United States (answers at page 356).
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Emergency Committee for American Trade 121 1 Conneclicul Ave Washington DC 20036 (202)659-51 47/730 Filth Av NYC 10019 (212)541 -4040

April 27, 1977

Honorable Adlai E. Stevenson
Chairman
International Finance Subcommittee

of the 
Senate Committee on Banking, Housing

and Urban Affairs 
United States Senate 
Washington, D. C. 20510

Dear Senator Stevenson:

Enclosed are our answers to the additional questions you sent 
to me following my appearance before the International Finance 
Subcommittee to testify on pending boycott legislation.

Some of the questions seek information that we do not have and 
could only obtain by costly surveys of our members. Nonethe 
less, we have tried to answer them all, to the best of our ability, 
even where we have had to speculate as to the likely impact pro 
posed actions would have on our members.

I hope we have been helpful to you and the other members of the 
committee.

Best regards.

Sincerely,

I/I t-p-s--/ y /<&••
Robert L. McNeill 
Executive Vice Chairman
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Emergency Committee for American Trade 1211 Connecticut Ave Washington DC 20036(202)659-5i<i7/730nnhAveNYC 10019 (212)541-4040

REPLIES TO QUESTIONS CONCERNING 
EMERGENCY COMMITTEE FOR AMERICAN TRADE TESTIMONY

on 
EXPORT ADMINISTRATION ACT AMENDMENTS (S. 69, S. 92)

Question 1

What precisely would constitute an "agreement" for these purposes? For 
example, assume a company signs a contract to sell goods to a boycotting 
country. The contract contains no boycott clause, nor does it require the 
company to comply •with the laws or regulations of the boycotting country. 
The company then refrains from buying goods from or otherwise dealing 
with blacklisted companies in fulfilling the contract. Would that be a vio 
lation of the law under your formulation? If not, •why not?

The "ECAT Statement of Policy on Anti-Boycott Legislation" appended to 
. our written testimony clearly expresses our belief that:

11 1. It should be illegal for a U. S. person (individual, firm, or cor 
poration) to enter into any agreement {underline added) that 
stipulates, as a condition for doing business with or in a foreign 
country, to:
(a) "discriminate against any U. S. individual on the basis of 

race, religion, creed, color or national origin;
(b) furnish information on any U. S. individual's race, religion, 

creed, color or national origin;
(c) furnish information on another U. S. person's business re- 

; lat ion ships;
(d) refuse to do business with any U. S. person; and
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ECAT 
Page 2

refuse to do business with or in any other foreign country."

a "trap" for the unwary. Ignorance of the law should be no excuse against 
being prosecuted. However, even if a person agreed to take any of the of 
fending actions, there should be a showing that there was "intent" to comply 
with the boycott. Thus anyone "agreeing" inadvertently and then "drawing 
back", should not be prosecuted.

We believe that an "agreement" need not be only in writing, but could be 
inferred from a course of conduct. Whether or not the example cited in 
the question would constitute a violation of the lav/ would depend on the com 
pany's course of conduct concerning its dealings with the blacklisted com 
pany. We emphatically believe that no American company should be held in 
violation of U. S. law, if it refrains from shipping products to foreign coun 
tries •whose laws prohibit entry of those products. To undertake such ship 
ments, only risks their loss through confiscation or incurring the cost of : 
their return to the United States--either of which is senseless. However, 
it should be unlawful for an American company to refuse to do business 
generally with another American company as a condition of doing business 
with or in the boycotting country.

Question 2

What is your position on the exception contained in S. 69 but not S. 92 for 
compliance with the passport or immigration requirements of the boycotting 
country. By implication S. 69 would permit a company whose employees 
cannot secure a visa nonetheless to go forward with a project in a boycotting 
country. Do you support that approach or do you feel that a company should 
be required to refuse the business?

Reply

ECAT supports the exception in S, 69 for compliance with a boycotting coun 
try's passport or immigration requirements. This position is consistent 
with the "ECAT Statement of Policy on Anti-Boycott Legislation,!/ which 
recommends that."Recognition should be given to the sovereign rights of a 
country to ... regulate the admission of people into its territory. " We be- 
lieye that it would be unfair to American firms and economically harmful to 
the United States to require a U. S. company to refuse business with or in 
foreign countries, when one or more of its employees cannot secure a visa.
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Question 3^

Some contend that anti-boycott legislation should permit a U. S. company 
to comply with a requirement that its shipments not contain goods or com 
ponents produced by blacklisted firms. But such an exception would virtually 
nullify the refusal to deal provisions of the legislation. Why should an American 
company be permitted to exclude goods manufactured by blacklisted companies 
in order to gain trade opportunities in a boycotting country? Why shouldn't 
American companies doing business in the Arab states be required to provide 
equal access to all companies who can meet required commercial standards?

ECAT believes that U. S. companies should be permitted to comply with for 
eign requirements aimed at preventing entry of products that are prohibited 
from importation by the foreign country's law. This recognizes the funda 
mental principle of international law that each sovereign nation may regu 
late its trade with other nations and determine who may do business -within its 
territory. To require otherwise would represent an effort on the part of the 
United States to attempt overriding foreign laws with its own laws and to use 
U. S. companies as the instruments for this attempt. In our judgment this 
would be harmful to the United States foreign relations as well as to the 
economy. Countries at which this attempt were aimed would view it as con 
frontational, and the companies involved would have to forego the business to 
prevent possible prosecution,

garding specific products in a particular transaction and agreeing to refrain 
generally from dealing with blacklisted firms. The latter should be clearly 
proscribed, as stated in our reply to question 1, but the former simply re 
spects the rights under international law of foreign countries to regulate 
their foreign trade.

Question 4. a, and^ 4. b,

a. Some recommend the exclusion of foreign subsidiaries and affiliates from 
the reach of the law. But wouldn't doing so open up an enormous loophole by 
permitting U. S. companies to source their Arab country transactions through 
their foreign subsidiaries and thus avoid U. S. law altogether?

b. If the bill were to exempt from the reach of the legislation the business 
dealings of U. S. foreign subsidiaries outside the U. S. (not their dealings with 
U. S. companies), what do you think the reaction of U. S. companies would be? 

*. Would they source their transactions with the Arab states wholly outside the 
United States? In other words would the economic benefits which otherwise 
would have come to the U. S. be diverted elsewhere?

85-654 O - 77 - 39



604

ECAT 
Page 4

ECAT opposes the extraterritorial reach of the Export Administration Act' 
in this instance. U. S. anti-boycott policy should not attempt to regulate 
the actions of foreign firms owned or controlled by U. S. companies. This 
avoids the possibility of putting overseas U. S. subsidiaries in conflict with 
foreign laws or policies when they differ from those of the United States. 
We would not object to provisions that would prohibit U. S. firms from using 
their foreign subsidiaries or affiliates in a manner intended to circumvent 
the law. Thus, question 4. b. would become academic.

S. 69 would permit issuance of negative certificates of origin; S. 92 would 
not. I don't believe any of you addressed this issue in your testimony, at 
least explicitly. What is your position on negative certificates of origin? 
Should they be banned? -,

ECAT believes that U.S. traders should be permitted to provide appropriate 
documentation required by foreign countries to control their imports and 
exports, including certifications- -stated positively or negatively- -regarding 
the origin and destination of goods and services. Accordingly, we favor the 
provisions of S. 69 over S. 92 in this regard. Negative certificates of origin 
are a means of enforcing primary boycotts, which are sanctioned under inter 
national law. Prohibitions against their use would constitute an interference 
in such boycotts, which proponents of antiboycott legislation say is not their 
intent.

Question 6

Reply

We are unable to assess the impact of the legislation at this time. Much de 
pends on the provisions finally adopted by the Congress and implemented by 
rules and regulations to be issued as well as the boycotting countries' reac- 

- tions to them. If the provisions prohibit American companies from complying 
with the laws of boycotting countries that deny imports of specific goods and 
services, the legislation would be viewed as an attempt to mount a counter- 
boycott. Assuming that the boycotting countries refused to modify their import
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laws to conform to the provisions of U. S. 1

Question 7

What is the most common form of boycott compliance among the companies 
you represent? Certificates of origin? Certification that your shipments 
contain no goods or components manufactured by blacklisted firms or that 
the transaction in question did not involve a blacklisted company? Which?

We have not surveyed our membership on these questions. The Department 
of Commerce,several committees of the Congress as well as private organi 
zations have analyzed anti-boycott reports filed with Commerce and released 
their findings. These analyses provide general answers to the questions.

Question 8

If the pending legislation were enacted, how are the companies which you 
represent most likely to respond? What, if any, changes in their practices 
or operations is likely to ensue? Would they foreign-source their sales in 
an attempt to escape the law?

What would they do with respect to trade or investment in Israel? Would the 
prohibition on refusals to do business with Israel have a chilling effect on 
their willingness to explore business opportunities there? Would U. S. com 
panies which otherwise might have explored business opportunities in Israel 
be reluctant to do so for fear that if they decided not to go forward after making 
initial exploration they might be accused of an illegal refusal to do business?

Reply

These questions can best be answered by the individual companies themselves. 
Each presumably would respond in a mannter appropriately suited to its own 
circumstances. We have not asked our members for their reactions. It is . 
not unreasonable to assume, however, that given the ambiguities of the legis 
lation. American companies that might otherwise have explored business op 
portunities in Israel would refrain from doing so, for fear of being accused of 
having agreed not to.do business with a country friendly to the United States, 

: if no relationship were established after the initial exploration.
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Question 9

What effect would the prohibition against furnishing information about whether 
you have or propose to have business relations with blacklisted firms or with 
the boycotted country have on your operations? Would you still supply lists 
of potential subcontractors to clients in the boycotting country? It's quite 
possible that such action would be illegal because such information in fact dis 
closes whether you have or propose to have business relations with blacklisted 
firms or a boycotted country. Is this a real problem or merely hypothetical? 
Are there frequent occasions where U. S. firms supply lists of subcontractors 
or vendors for legitimate business reasons, reasons wholly unrelated to the 
boycott? If so, please describe. Have you thought about ways to modify this 
prohibition so as to avoid having it reach legitimate information exchange 
situations? Please describe all non-boycott related information exchange 
situations which might be reached by the proposed prohibition.

Reply

Again, these are questions that appropriately should be addressed to the 
companies themselves, rather than a business association. ECAT's concern 
about the prohibition against furnishing information about business relation 
ships is that it unfairly prevents firms on the blacklist from seeking to have 
their names removed. Cases have been cited where firms have been inadver 
tently placed on the blacklist. The prohibition would preclude efforts to clarify 
mistaken identities and other instances involving inadvertence. It could also 
lead to companies being placed on the blacklist for failure to respond to re 
quests for factual and historical background information on their business 
relationships. The prohibition, although well meaning, on balance would re 
sult in the net negative and unintended effect of adding rather than removing 
American firms from the blacklist.

Question 10

What effect would the pending legislation have on U. S. companies actually 
located in the boycotting country? The bills contain no exceptions for com 
pliance with local laws for companies situated in a boycotting country. Can 
that problem be dealt with without opening up an invitation for evasion?

Heply

Without a clear exception permitting U.S. companies situated in a boycotting 
country to comply with local laws, business could not be conducted without 
violating the U. S. law or the host country law. This would be tantamount to 
forcing such American companies to withdraw to the United States, resulting 
in great harm to U. S. assets abroad and damage to the U. S. economy. It is 
imperative that the legislation contain a clear exception in this regard. Eva- 

^sion of the Act's provisions could be prevented by adoption of a suitable pro- 
scripting amendment.
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Question 11

The principles which you espouse are virtually identical to those .contained 
in the pending legislation--no discrimination on the basis of race, religion, 
>r national origin and no refusals to deal with blacklisted American com- 
>anies. Where there appears to be disagreement is on how those principles 
~.n be guaranteed and to whom the legislation should apply. But there seems

Th
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and affiliates; (c) whether the law should permit American companies to exclude 
the goods or components of blacklisted firms from shipments to the boycotting 
country; and (d) whether the law should permit an exception for compliance with 
visa or immigration requirements. There are other differences, but these seem 
to be the main ones. Do you agree?

Reply

ECAT agrees that these are the major issues to be decided. Our position on 
each of them is summarized below. ECAT believes that the law should:

(a) apply to agreements to boycott rather than actions in support of 
the boycott (as explained in our reply to question #1);

(b)" not apply to U. S. foreign subsidiaries and affiliates except insofar 
as they are used in a manner intended to evade the provisions of 
this Act (as explained in our replies to questions #4. a. and 4, b.);

(c) permit American companies to exclude the goods or components of 
blacklisted firms from shipments to the boycotting country (as ex 
plained in our replies to questions #1 and #3); and

(d) permit an exception for compliance with visa or immigration require 
ments (as explained in our answer to question #E).

In addition, ECAT recommends that:

(e) the "intent" language in Section 4 A. (a)(l) be retained in S. 69;
(f) American traders be permitted to continue to provide negative 

certifications if required by the Importing or exporting country 
(as explained in our reply to question #5);

(g) the furnishing of factual and historical information on past or present 
business relationships with the boycotted country or boycotted firms 
continue to be permitted (as explained in our reply to question #9);

(h) a clear exception be adopted permitting U. S. companies resident in 
boycotting countries to comply •with local laws (as explained in our 
reply to question #10);

(i) state laws relating to international boycotts be explicitly preempted; and
(j) duplicative reporting of compliance with boycott requests be eliminated 

.: (as explained in our response to question #12).
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Question 12

On page 7 of your testimony, you recommend that existing reporting require 
ments under the Export Administration Act be ended since, you say, the Tax 
Reform Act requires taxpayers to report their boycott activity annually to the 
Internal Revenue Service? But the reports required by the Internal Revenue 
Code and the Export Administration Act do not cover the same information. 
Internal Revenue Code reports relate to the far more narrow boycott prohibi 
tions of the Tax Reform Act which prohibits only "agreements" to do certain 
things. So I cannot agree with your conclusion that the reports contain "es 
sentially similar information" and are therefore redundant. Any comment?

In general, reports to both the U. S. Department of Commerce and the Treasury 
Department require U.S. persons to report actions they have taken to "comply" 
with requests involving compliance with, furthering or supporting foreign boy 
cotts of countries friendly to the United States. We favor elimination of the 
Department of Commerce reports for the reasons stated in our testimony. 
Not only do these reports require most (not all) of the kinds of information 
required by Treasury, but the Commerce reports presumably would require 
the reporting of requests for action already prohibited under current regula 
tions or to be prohibited under provisions of S. 69. The Treasury reports do 
not involve actions that are "prohibited." The Tax Reform Act "penalizes" 
compliance, it does not prohibit it.
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REPLIES TO QUESTIONS CONCERNING TESTIMONY

OF THE NATIONAL ASSOCIATION OF MANUFACTURERS

ON 

EXTENSION OF THE EXPORT ADMINISTRATION ACT (S. 69, S. 92)

Question 1

Why would you prefer to have the legislation penalize agreements to take action 
to comply with the boycott rather than the taking of that action itself? Why is it 
good public policy to penalize agreements to take certain actions but not the acts 
themselves? Wouldn't that just be a trap for the unwary? Anyone who is familiar 
with the law would take care not to agree in the first instance. It would, therefore, 
appear that the only ones who might be caught by a prohibition solely on agreements 
are those who are unfamiliar with the law, those who can affort counsel to help them 
avoid making the proscribed agreements, or someone who by inadvertance "agrees" and 
then draws back, Why does that make any sense?

What precisely would constitute an "agreement" for these purposes? For example, 
assume a company signs a contract to sell goods to a boycotting country. The contract 
contains no boycott clause, nor does it require the company to comply with the laws or 
regulations of the boycotting country. The company then refrains from buying goods 
from or otherwise dealing with blacklisted companies in fulfilling the contract. 
Would that be a violation of the la;; under your formulation? If not, why not?

Answer The third paragraph in the statement of principles of the National Association 
of Manufacturers addresses the issue raised in this question:

"(3) U.S. persons should not agree as a condition of doing business 
in a boycotting country to refuse to do business with any U.S. persons, 
or with or in a boycotted country."

The policy rationale underlying this principle was set out on page 11 of the prepared 
statement submitted at the February 22, 1977 hearing, which stressed the need for 
Congressional precision in defining" ... the bases for decisions regarding whether a 
firm has violated an anti-boycott prohibition" and suggested that "...the fairest and 
most practical standard would revolve around agreements to act as a condition of doing 
business with the boycotting country." This rationale was further developed by 
Mr. Lawrence A. Fox, the witness for the National Association of Manufacturers, in his 
response to a question from Senator Proxmire at the February 22, 1977 hearing:
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"Mr. Fox. I think the law ought to be clear in its application 
and certainly it would not be our purpose to suggest that entrap 
ment of the unwary be the purpose of that change that we suggest- 
Our purpose is to make it precise what actions are possible under 
the law or not permitted under the law. . .

"In this context actions taken pursuant to an agreement with 
a boycotting country would be an explicit and understandable 
course of action undertaken voluntarily by a company and the ap 
plication of the principles of law would be quite clear. But 
there are many reasons why companies might act in a certain way 
which would have no bearing on the implementation of the boycott."

The second part of this question frames the crucial problem: HOK can an 
antiboycott statute be drafted that does not encompass innocent acts and does not 
require U.S. companies to prove their innocence? The question posed does not stipu 
late that the contracting company is aware that certain companies with whon it does 
not deal are "blacklisted". A solution is to require that the company enter into 
an agreement, in order to establish a violation, for the reasons stated by Mr. Fox 
in response to another question from Senator Proxmire:

"One of the points that we made in my summary is that this subject 
is susceptible of differing interpretations and precision is re 
quired defining the terms and certainly there's quite a difference 
between a company agreeing to act and being penalized for that 
reason and a situation in which a company may act for any number 
of reasons, but it would be presumed under the law that it acted 
in compliance with the boycott undertaken which might not be the 
circumstances at all."
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Question 2.

What is your position on the exception contained in S. 69 but not S. 92 
for compliance with the passport or immigration requirements of the boycotting 
country. By implication S. 69 would permit a company whose employees cannot 
secure a visa nonetheless to go forward with a project in a boycotting country. 
Do you support that approach or lo you feel that a company should be required 
to refuse.the business?

Answejr This issue was dealt with in paragraph 4 of the statement of principles 
submitted in the prepared statement of the National Association of Manufacturers, 
which acknowledged the right of a nation to regulate the admission of people into 
its territory. The National Association of Manufacturers prefers the position 
of S. 69 over that of S. 92 regarding passport and immigration requirements.

Question 5.

Some contend that anti-boycott legislation should permit a U.S. company 
to comply with a requirement that its shipments not contain goods or components 
produced by blacklisted firms. But such an exception would virtually nullify 
the refusal to deal provisions of the legislation. Why should an American 
company be permitted to exclude goods manufactured by blacklisted companies in 
order to gain trade opportunities in a boycotting country? Why shouldn't American 
companies doing business in the Arab states be required to provide equal access 
to all companies who can meet required commercial standards?

Answer^ Both S. 69 and S. 92 allow "compliance with import and shipping document 
requirements with respect to...the name of the supplier of the shipment". Pro 
posed Section 4A(a)(2)(B). Requiring U.S. companies to ship and identify goods 
and components that will be refused entry by the boycotting country would virtually 
nullify this exception. There is an essential distinction between agreeing not 
to deal with a blacklisted company in any way as a condition for doing business 
in or with the boycotting country and the act of complying with the import restric 
tions of a boycotting country in a particular transaction. The latter is an 
essential corollary to the exception quoted above.
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'Question 4.a.

Some recommend the exclusion of foreign subsidiaries and affiliates from 
the reach of the law. But wouldn't doing so open up an enormous loophole by 
permitting U.S. companies to source their Arab country transactions through 
their foreign subsidiaries and thus avoid U.S. law altogether?

Question_4_. b.

If the bill were to exempt from the reach of the legislation the business 
dealings of U.S. foreign subsidiaries outside the U.S. (not their dealings with 
U.S. companies), what do you think the reaction of U.S. companies would be? 
Would they source their transactions with'the Arab states wholly outside the 
United States? In other words would the economic benefits which otherwise 
would have come to the U.S. be diverted elsewhere?

Answer (4.a.) Extraterritorial application of U.S. boycott law is opposed by 
the National Association of Manufacturers, in paragraph 6 of its statement of 
principles:

"(6) U.S. law relating to boycott policy should not be extended 
extraterritorially, in order to avoid placing U.S.-owned affiliates 
operating under foreign jurisdiction in conflict with local law 
and customs. The U.S. Government should consider undertaking 
discussions with other governments looking toward minimizing areas 
for such potential conflicts."

Secretary of State Vance made a very similar statement in his prepared testi 
mony delivered to the Subcommittee on International Finance on February 28, 1977:

"3. The prohibitions affecting JJ.S. firms shouldnot, in 
general, apply to transactions of foreign subsidiaries of U.S. 
firms which involve the commerceof a foreign country and not 
U.S. exports." (Mimeo, page 5.)

Secretary Vance went on to suggest that U.S. boycott law "...should apply 
in cases in which any U.S. firm seeks to use foreign subsidiaries in a manner 
intended to circumvent the law." The question of possible "loopholes" in U.S. 
law as applied to trade with Arab countries originating say in Canada, France, or 
some other friendly country seems to suggest that, as a standard, the writ of 
U.S. law should run to plants subject to the territorial law and policy of other 
governments. We doubt that this concept is accepted in international law, nor 
do we accept the desirability of such a unilateral assertion as a matter of 
general U.S. policy. However, in the sense of practical accommodation, we would 
suggest that Secretary Vance's intentional circumvention concept could be con 
sidered, especially if discussions with affected foreign governments are held for 
the purpose of harmonizing policy and legal viewpoints.

Answer (4.b.)_ The second part of the question seems to assume that legislation 
on boycotts would totally or in major part preclude trade between companies with 
in the United States and the Arab states. We do not think.this is what Congress 
intends or desires in this legislation. The question cannot be addressed satis 
factorily, without further detailed information on (a) Congressional intent and 
(b) internal or proprietary information available only to individual companies 
concerning their alternative sources of supply, conditions in particular country 
markets at specific times, and similar commercial information. In general, we 
would assume that U.S. companies would continue to source in the U.S. whenever 
possible.
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Question 5

S.69 would permit issuance of negative certificates of origin; S.92 would not. 
I don't believe any of you addressed this issue in your testimony, at least explicitly. 
What is your position on negative certificates of origin? Should they be banned?

Answer Use of negative certificates of origin allows a boycotting country to implement 
and enforce a primary boycott, which was explicitly covered in paragraph 4 of the state 
ment of principles submitted by the National Association of Manufacturers:

"(4) In accordance with recognized international law and 
practice, the right of a nation to institute a primary 
economic boycott should be respected in terms of accepting 
or excluding from its territory any goods, services or 
capital;..."

Proponents of pending antiboycott legislation disavow any intention to interfere with 
the primary boycott by. the Arab countries . Accordingly, the National Association of 
Manufacturers prefers the language in S.69 over that in S.92. Finally, reported changes 
in boycott implementation by most Arab countries, allowing use of positive certificates 
of origin, appear to have rendered moot the language in S.92.

Question 6

In testimony before the Committee a number of business representatives contended 
that enactment of the pending legislation would result in a substantial loss of exports 
and jobs. At least one of them contended that the legislation would close them down. 
What is your assessment of the impact? Have you studied the question? If you conclude 
that there would be an adverse impact, please be specific as to how and why? What boy 
cott compliance actions do your member firms now take that they would be barred from 
taking under the proposed legislation?

Answer The answer to these questions depends in the first instance on the nature and 
content of the antiboycott legislation ultimately enacted. In addition, each Arab 
country enforces the boycott differently. Thus, it is impossible to make any definitive 
quantitative assessment of the impact of antiboycott legislation now.
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7. What is the most commom form of boycott compliance among the companies you represent? 
Certificates of origin? Certification that your shipments contain no goods or components 
manufactured by blacklisted firms or that the transaction in question did not involve a 
blacklisted company? Which?

8. If the pending legislation were enacted, how are the companies which you represent 
most likely to respond? What, if any, changes in their practices or operations is likely 
to ensue? Would they foreign-source their sales in an attempt to escape the law?

What would they do with respect to trade or investment in Israel? Would the pro 
hibition on refusals to do business with Israel have a chilling effect on their willing 
ness to explore business opportunities there? Would U.S. companies which otherwise 
might have explored business opportunities in Israel be reluctant to do so for fear that 
if they decided not to go forward after making initial exploration they might be accused 
of an illegal refusal to do business?

9. What effect would the prohibition against furnishing information about whether- you 
have or propose to have business relations with blacklisted firms or with the boycotted 
country have on your operations? Would you still supply lists of potential subcontractors 
to clients in the boycotting country? It's quite possible that such action would be 
illegal because such information in fact discloses whether you have or propose to have 
business relations with blacklisted firms or a boycotted country. Is this a real problem 
or merely hypothetical? Are there frequent occasions where U.S. firms supply lists of 
subcontractors or vendors for legitimate business reasons, reasons wholly unrelated to 
the boycott? If so, please describe. Have you thought about ways to modify this pro 
hibition so as to avoid having it reach legitimate information exchange situations? 
Please describe all non-boycott related information exchange situations which might be 
reached fay the proposed prohibition.

Answer The information required to answer Questions 7 t 8 and 9 is available from com 
panies doing business with Arab countries, federal agencies like the Commerce Department, 
and reports by Congressional committees. The National Association of Manufacturers does 
not have the proprietary or internal company information that would be required.

Question 10

What effect would the pending legislation have on U.S, companies actually located 
in the boycotting country? The bills contain no exceptions for compliance with local 
laws for companies situated in a boycotting country. Can that problem be dealt with 
without opening up an invitation for evasion?

Answer Any attempt to enforce U.S. law that effectively precludes compliance with the 
law of the boycotting country against a U.S. foreign subsidiary or affiliate operating 
in the boycotting country places that company in a legally untenable position. Business 
could not be conducted without violating U.S. law or host country law. This problem has 
been addressed a proposed method for resolution .suggested in Section 40.of the Restate 
ment of Foreign Relations Law of the United States (see Exhibit A). This section should 
be cited and quoted in the legislative history of any antiboycott legislation enacted by 
the Congress.
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Exhibit A

RESTATEMENT (SECOND) OK FOREIGN ZZIWS.OliZ LAW 
OF THE UIIITED STATES

§ '10 Limitations on Exercise of Enforcement Jurisdiction

Where two states have jurisdiction to prescribe and enforce 

rules of law and the rules they may prescribe require 

inconsistent conduct upon the part of a person, each state 

is required by international law to consider, in good faith, 

moderating the exercise of its enforcement jurisdiction, in 

the light of such factors as:

a) vital national interests of each of the states,

b) the extent and the nature of the hardship that

inconsistent enforcement actions would impose upon
/ 

the person,

c) the extent to which the required conduct is to take 

place in the territory of the other state,

d) the nationality of the person, and

e) tfte extent to which enforcement by action of either

state can reasonably be expected to achieve compliance 

with the rule prescribed by that state.
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Question 11

The principles which you espouse are virtually identical to those contained 
in the pending legislation -- no discrimination on the basis of race, religion, 
or national origin and no refusals to deal with blacklisted American companies. 
Where there appears to be disagreement is on how those principles can be guar 
anteed and to whom the legislation should apply. But there seems to be agreement 
on the basic principles. The major differences seen to be (a)whether the law 
should apply to agreements to boycott rather than actions in support of the boy 
cott; (b) whether the law should permit American companies to exclude the goods 
or components of blacklisted firms from shipments to the boycotting country; and 
(d) whether the law should permit an exception for compliance with visa or im 
migration requirements. There are other differences, but these seen to be the 
main ones. Do you agree?

Answer The National Association of Manufacturers agrees that -the issues listed are 
major points in dispute. In summary, our positions on these issues are:

(a) U.S. antiboycott law should require proof of an agreement in 
order to establish a violation;

(b) U.S. antiboycott law should not be applied to foreign 
subsidiaries;

(c) U.S. antiboycott law should not attempt to force a U.S. 
company to introduce into a foreign country products 
which that nation has chosen to exclude through its 
import regulations; and

(d) U.S. antiboycott law should permit compliance with a foreign 
nation's passport or immigration requirements.

In addition, U.S. antiboycott law should -

(1) explicitly preempt state law relating to international 
boycotts;

(2) eliminate duplicative reporting (for example, pursuant 
to the Ribicoff Amendment to the Tax Reform Act of 1976); and

(3) consolidate Federal enforcement of antiboycott laws.

o


